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education is primarily for postsecondary levels including four-year 
collagea and adult education^ but it can be adapted for special 
groups or vocational teacher education^ The emphasis or ^he seven 
instructional units in Part II is estatlishing a business^ Unit D 
focuses on business regulations at the l^ocalp states and federal 
levels affecting the operation of small businesses* it coders basic 
vocabuliiry and concepts concerning government rules and regulatiDns 
and discuasea government agencies , legislation^ licensing 
regulations^ and tax lavs* The "Annotated List of Bules ana 
Begulations" at the end of the unit provides an overview ot and 
refenenie for government regulations* Material is organizad into 
threa levels of learning which progress from simple to complex 
-aonceptai -J x p.QsuM.#Jxpi^rati_o_n ^_^nd pre r a t^^n/M a ptation. Each 
level contains preassessmenti teaching/learning obje'ctives; 
iubstantiva inforsaation Cquestions in margins guide the stadi=nts* 
reading) I activities including a postassessmenti and a 
self-evaluation* Definitioiis of important terms are found at the 
beginning of the uniti a bibliography and listing of sources for 
fttfther iafornation are appended. The four-page instructor's uuide 
contains the teaching/learning objectives^ teachiag/Iearning delivery 
suggestionst and pre/postasseesment suggested responses* (IfLB) 
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FOREWORD 



Traditionally vocational educacion has been geared primarily 
to preparing students for amployinent^-to preparing employees. 
Yet there is another career path available; students can learn 
how to set up and manage their own businesses. They can become 
an t r^'pr^^iieurs , 

Vocational education^j by its very nature ^ is well suited to 
develcping entrepreneurs* It is imporrant that entrepreneurship 
education be developed and incorporated as a distinct but integral 
p£irt of all vocational education prograni areas* A Program for 
Acquiring Competence in Eiit repreneurship (PACE) represents a way 
to initiate further action in this direction. 

The strength behind these inscructional units Is the interest 
and involvement of vocational educators and successful entrepreneurs 
in the state of Ohio and across the nation. Special recognition is 
extended to the project staff* Lorraine T* FurtadOj Project Director 
and Lee Kopp^ Program Associate. Appreciation is also expressed to 
the many who reviewed and revised tlie drafts of the units: Ferman 
Moody J Hannali Eisner ^ and Sandra Gurvis. We owe a special thanks to 
those consultants who contributed to the content of this publication- 
Carol Lee Bodeen* Louis G. Gross, Douglass Guikemaj Peter G. Haines, 
Philip Manthey, Charles McDowell, Mary E, McKnight, Steven R, 
Miller, Barbara S, Rlleyj Barbara A, Rupp, Ruth Ann Snyder^ Robert L. 
Suttle, Florence H. Wellman and Roy H. Young* 



Robert It, Taylor 

Executive Director 

The National Center for 



Research in Vocational Education 
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HOW TO USE PACE 



A Program fur Acquiring Competence in Entrepreneurship 
(PACE) is a curriculum responsiva to the n:ed for instruction 
in entrepreneurship. It is primarily for postsecondary level, 
including four year colleges and adult education, but it can 
also be adapted for special groups, PACE is dividGd into three 
parts (1) Getting Ready to Become an Entrepreneur, (2) Becoming 
an Entrepreneur (establishing a business), and (3) Being an ^ 
Entrepreneur (operating a business). 

Each of thu Lhree partH has a yet of instructional units which 
relatj to that topic. Within these units, the material is organizfd 
into three levels of learnings Exposure, Exploration, and Prepara- 
tion/Adapcation. These levels of learning progress from simple to 
complex concepts. 

The levels of learning will enable you to use the PACE materials 
to suit your individual needs. You may find it best to work with 
the exposure level of one unit and the exploration level of another. 
Or, vou may choose to pursue one level thrDuihout the entire scries. 
You might also wane to work through two or more Jevels in one unit 
before going on to the next unit. 

Before beginning a unit, discuss with your instructor what level 
or levels of learning in that unit are most appropriate to your goals 
and abilities. Read the unit overview and look through the pre/post- 
assessments for the three levels to help you in your choice. Also 
check the list of definitions you might need to look up or research 
\nr that level. 

When you are ready to start, turn to the level you have chosen, 
t:\kit the prGassessment and identify those items which you feel need 
Hp-cial attention in tb" un'^. Also lool che learning objectives; 

.1 you wha ^.uu aid ^ ^ able to do by the time you 
i inisri that level of learning. 

As you read, you will notice questions in the margins alon.;:^ 
the substantive contenc port -f on of m- M^vel, Use these queatiou:. 
CO guide ynur roadiuj^i. 

Ac th< -Ml oneh level nf learning are activities which help 
you bucc: :iu .julved with the content presented in the unit. You and 
your instructor can decide on how many activities you should do; you 
may want to do several or you many need to do all. 
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Therij evaluate yourself, la chare any macerial that you need 
to review before you take the postassessment? The difference in your 
answers on thu pru/postassossments hHouIcI show you how much you have 
grown in yuur knowlodgu of t^ntrepreneurHh ip . 

When you and your instructor feel that you have successfully 
completed that levels you are ready to begin another level of learning, 
either in the same unit or in another. 



viii 



9 



OVERVIEW -OF THE UNIT 



Numerous government regulations affect the operations or 
small businesses. These government regulations may require the 
owner to obtain a certain type of business license ^ install spec^ 
ial equipmenc to control air pollution, disclose the "true rate 
of interest" to credit customers, or pay social security tax. 

Government regulations exist at the local , state , and 
federal levels. The number of rules and regulations affecting 
small businesses seems to constantly be increasing and becomi'ng 
more comple^ The entreprenei^ who seeks assistance from an 
attorney and 313. accountant in understanding and interpretinf 
the various laws is wise. 

To help you in making decisions about these legal areas , 
this PACE unit acquaints you wich the basic vocabulary and con-- 
cepts concerning government rules and regulations » The unit 
discusses government agencies^ legislation^ licensing regulations, 
and tax laws. The "Annotated List of Rules and Regulations" at the end 
of the unit also provides an overview of and reference for go^^ernment 
regulations. The unit will help you to understand what your obligations 
how to comply, and where to seek help when problems arise. 
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DEFINITIONS TO KNOW BEFORE YOU BEGIN 

As you lead chrough a levgl, you might find some unfamiliar words. 
Listed below are several business terms used in each level. Know- 
ing these. before you begin might help you to better understand that 
level. 



license 
monopolies 



EXPOSURE 



antitrust 
trademark 
retusiner fee 



license 

fair trade laws 
exclusive agraements 
depreciation 
warrant}^ 

exclusive agreements 



exemption 
excise tax 
withholdirig 
antitrust 
remit 

price discrimination 



The following legal responsibilities are listed in the ExploraCion leva 
You might want to look up some of these terms, should they refer to one 
or more anticipated responsibilities* 
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Acquisitions 
Advertising - copy 

packaging 
Agents and brokers 
Antitrust matters 
Arbitration - rola 

in disputis 
Bankruptcy 
Board of Directors 
Brand names 
Buying and selling - 

terrns and conditions 
Checks - forgeries, 

frauds 
Contracts and 

agraements 
Competitors stealing 

employees 
Corporate forni 
Employer and 

employee 

responsibilities 



Employment 

Franchises 
Governn:ent - 

federal , staz^, 
and local 
Insurance crntracrs 
Interstate 

transporcation 
Inventions 
Labeling 
Licensas 
Mergers 

M 1 s r e p r e s e n t a t i c n 
Multiple 

ccrporat: :.cn:j 
Negligence 
Negotiable 

instrument s 
Order acknowledgmenr 

and conf irmation 



Price ditfcri-in:.: \ 
P-r-ducw liabilit::/ 
Profit sharing 
Records j l-gal 
Pcciren^enc pensicn 
Sianier and libel 
Stock options 
Stock vocing righc 
Stockholders 
Taxes 

Tie-in sales 
Trade secrets 
Trademarks 
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Verbal a. 
Wills 
VJorker ' a 

compen it ion 
Zoning 



menc s 



(SBA, 1968. Managing for Profit ) 



PREPARATION/AD APTATIwN 



T jnopoly 
securities 
merger 
audit 



affirmative action 
excise tax 
intrastate 
interstate 
remit 



xii 



12 



PATH OF STUDY 
PART I— GETTING' READY TO BECOME m ENTREPRENEUR 

Unit I A 

Unit I B 
Unit 1 C 

PART II BECOMING M ENTREPRENEUR 
Unit II A 
Unit II B 
Unit II C 



^ \ YOU ARE H iRE> Unit II D--^ Government Regulatl^ 

Small Business 

Unit 11 E 
Unit II F 
Unit 11 G 

PART III BEING M ENTREPRENEUR 
Unit III A 

Unit III B ■ 
. Unit III C 

Unit III D ' 
Unit III E 
Unit III F 
Unit III G 
Unit III H 
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EXPOSURE 



PART IL UNIT D 
GOVERNMENT REGULATIONS 
AND SMALL BUSINESS 



■ PREASSESSMENT 

Here are some questions that test for knowledge of the con- 
tents of this level. If you are very familiar with the inforina- 
tion needed to answer them, perhaps you should go to another level 
or unit ~ check with your instructor. Otherwise, jot dom your 
answers* After you've read through this level, take the postassess- 
mant at the end of the "EKposure Activities*' section and measure 
what you ^ve learned. 

1* It has often been said that small business owners feel 
that federal regulations are more of a burden than an 
aid to their firm's operations* Do you agree or dis"- 
agree? Why? 

2. What are licenses and permits? 

3. What are the federal laws aimed at protecting each of 

t 

the following groups i employees, competition, and 
consumers* 

4. What federal taxes are entrepreneurs required to pay? 
5* What state taxes are small businesses likely to pay? ' 



Part II, Unit D 
Government Regulations 
and Small Business 



TEACHING/LEARNING OBJECTIVES 



Upon completion of this level of instruction, you 
should be able to I 

1, Discuss the importance of government rules 
and regulations to small business* 

2, Define licenses and permits* 

3, Classify legislation according to whom it is 
designed to protect ^ and 

4* Discuss at least three types of state and 
local taxes. 



/ 
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Part 

Gover 

and 



) 

Mint ions 
Iness 



SUBSTANTIVE INFORMATION 



GOVERNMENT REGULATIONS 



You will not be ready to start your business until 
you have considered the rules and regulations your busi'" 
ness will have to follow. For instance , you must become 
generally familiar with the kinds of taxes 5 employee and 
consmner protection regulations , and measures to guaran- 
tee fair competition among business operations. What 
laws and regulations will affect your firm? To what 
taxes will your business be subject? Are there other 
special requirements which pertain to your particular 
line of business? 




Part II, 
Governme: 
and Small 
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WHAT IMPACT DO 
GOVERNMENT RULES 
AND EEGULATIONS 
HAVE ON SMALL 

Busimss? 

\ 



\ 




Impact on Small Business 

, A recent article by Harlow Unger In The Enquirer 

Magazine spoke of the burden government regulacions 

have on small and large firms. 

After nearly 85 y^s^ Smi Batoff has deaided to 
aaVt it quits, Hi^s shutting his New york City 
butaher shop. Ni^, h&^s not rwming from the 
burgler'B who twiue robb&d him at gunpoint last 
yeca^^-or the shoplifters who sometimes walk off 
with jive or ten doltm's' worth of aanned goods 
in a single day. ''It ain't the hoods/' he \explained . 
^'It's the goverwnent, I spend so. rpuah time filling 
out foms and dhowing insp eaters ak^ound the shop 
that I don't have no time to run my business. I 
spent two weeks filUm out tm forms this year. 
I omi^t afford a thousand dollars for a CPA J' 

Vnfortimcitely for San^ V-w in New. Jersey. And 
- that only increased the r^v^'itor of tarn forms he had 
to fill out this yecw. Nm Jersey residents paid 
two state i?iaome taxes from ^P/'ff--an unearned in- 
aome torn for the fimt sioa mcr^ths and a gross in- 
aome tarn for the seaond half. 

In ot^^iHon. Sm had to pay—and fill out forms 
for^-vhs New York State nan'r^resident iname tm:^ 
New York City nan-^re&ident inoome tax^ federal in- . 
::^ome tax (inaludiiig SaheduU C for sole proprietor- 
ships)^ V-iJ fcmis far New York City /'New York State 
aiir^ federal goveimnenr ta^e^ withheld from his 
aosista^it^fj GoXmn^, federal unemployment insurannn^ 
Ewplayre Tension B:mefit Hanj dealaration of 
:^i^*^'^.^mted i'£.dfi>v^ inaome tax for 1977 and dealara- 
t'L.:/ -^f eet^'^^aP.a^ ^^C'^r oer^ey gross inoome ta:c 

Jnd th-'^'L^ i'^/r-' i ^ cr^iudl toaes and forms he 
had to M^ xl s;/ ^^ v^^ ju^ter—four times a year-^- 
Sam. h-s tJ f ill out jormB for— and pay^-^New York 
Citii w:d New yr^rk State sales taxes ^ New York City 
witWioldiry t-^^^Sj New York State withhoidi>%g tomes^ 
federal i^^thholding taxes ^ Soaial Seaurity tmes^ 
Mw York City Qommeraial rent and oQaupa?%ay tam^ 
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Part II, Unit D 
Government Regulations 
and Sin^ll Business 



New York State unerfptoymmt insurmm cmd 
f&d0rat Msahiiity bene f its insurmwe, 

( The Cincinnati ^nqulrar , November 20, 1977^ p* 55) 



Federal and state laws prohibit and restrict certain 
buslneps practices* Whatever your business ^ you should 
check with locals state and, if you expect to engage in 



interstate activities , with federal authorities regarding 

I ' ■ ' . 

laws coviering your operations* \ 

Purpose of Legislation « 
AWJ HAVE Even though government laws may be burdensome to the \ 

LEGISLATION? entrepreneur ^ they exist to protect everyone involved in 

^ business transactions. You may often think that the i 

time you spend filling out forms and keeping abreast of 

'^.^ legislation concerning your firm could be better us. . in 

' ■ / ■ ■ _. 

developing your business* However ^ every business depends 

* ■ 

on a healthy society for its success ^ and attempts by the, 
government to protect the interests of all citizens 
ultimately work to your advantage. In addition to pro^ 
'-'^ . . tecting the interest of con&umerss legislation also ■ 

protects the entrepreneurs agaiiist such pitfalls as 
unfair competition. 



/ 
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mo MAKES THE 
HEGULATIONS? 



mw CAN FEDERAL 
REGULATIONS BE 
CLASSIFIED? 



mAT LEGIS%ATION 
mmECTS WohKEHS? 



Part II, Unit D 
Covyrnment: Rpgulat inns 
and Small Business 

Source o f Regula tiQns 
Regulations concerning the operation of small bi'jlnesses 
are made on the federals state, county, and municipal levels. 
Federal regulations apply to businesses throughout the 
country In a uniform way. State and local rulings vary 
from state to state and from one city to the next. 



FEDERAL REGULATIONS C L ASSIFIED 
Federal regulationB can be classified according to whom- 
ever they are designed to protect. Federal regulations intencl 
to protect employees 5 the environment, and consumers. They 
also attempt to maintain fair competition among enterprises 
and control licensing and permits. For example, a separate 
regulatory agency, the Environmental Protection Agency . 

h 

regulates those business operations that have an Impact 
on the nation's air, water and other natural resources. 

Many of these regulations are not universal; that is, 
many of them apply to some, but not all, entrepreneurs* 
For example^ some busineaseB (but not all) are regulated 
by the federal Food and Drug Administration while others 
must comply with laws regulating the sale of ^oods or 
services' over state boundaries* ' 

Employee Protection tegisl atlon 
Many state and local governments have addted their own 
pfovleions to e mp 1 o y e e^r o t e c t i o n laws* This' legislation 
Includes: 
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Part II, Unit D 
Government Regulations 
and Small Business 



, ' Occupational Safety and Health Act of 1970 (OSHA) 
Fair Labor Standards Act of 1938 
Equal Employment Opportunity Act of 1972 
Federal Social Security Act of 1935 
- . Federal Civil Rights Act of 1964 

National Labor Relations Act of 1935 
The Taft-Hartley Act of 1947 
* The Labor Management Reporting and Disclosure Act (1959) 
, Unemployment Compensation Act of 1961. 

Personal Protection 

WHAT LAWS The Occupational Safety and Health Act of 1970 (OSHA) 

PROVIDE . is one of thn most meaningful pieces of legislation protect- 

PEESONAL ing employees* This act was written to make all employers 

PROTECTION? responsible for providing a safe and healthful work place. 

One out of every eight workers has a work-=related illness 

or accident each year, OSHA was passed with the intent of 

miniffliEing sucfi problems, 
.J Many states have adapted the provisions of OSHA and 

have even developed legislation of their own to protect 
* employees. Practically every worker other than domestic 

and household wor^kars and miners are covered under this law. 

Domestic and household workers -are protected under other 

legislation. . 
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/ 

/ Part II, Unit D 

Government Regulations 
and Small Business 

The Fair Labor Standards Act of 1938 is also intended 

to protect workers. This act provides for minimum wages, max" 

imum hours, overtime pays equal pay, record'-keeping, and 

child labor limitations. The act requires equal pay for 

equal work for all employees covered by minimum wage laws. 

' ■ The law does not prohibit paying different wages if the 

* , wage difference is based on seniority^ quantity of workj or 

quality of work. However , if the job requires the same 

skills s efforts and responsibilities, then an emplnyi^ cauaot 

pay one employee different wages than another. 

In addition to the Fair Labor Standards Acts the 

Walsh-Healy Act of 1936, the Davis-Bacon Act of 

1931* and other related acts establish wages, hours, and 

working conditions which are applicable to government contract'- 

ors. 

The above acts^may or may not coyer your employees de- 
pending on your situation. Specific information can be ob- 
tained from^ your nearest office of the Wage and Hour and 
Public Contracts Division, U, S, Department of Labor, 

Protection Against Jjiscrimination ,^ 
WHAT LAWS PROTECT The Equal Employment Opportunity Act of 1972 requires 

EMPLOYEES AGAINST ^^l businesses who have federal contracts to take a£firma= 

DISCEIMINATION? . , , . . , . 

tive action to ensure that employees and applicants for em*- 

ployment are treated without regard to sex, race, creed, 

color, or national origin. 
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mAT LAWS COVER 
EmiOYEE ECONOMIC 
SECURITY? 



Part II, Unit D 
Government Regulations 
and Small Business 

Fair employment practices are established by the 
Federal Civil Rights Act of 1964 which makes it unlawful, as 
' a condition of employment ^ to discriminate on the basis of 
race, religion, age^ or sex. Also, many states have enacted 
fair employment practice laws. In soliciting and selecting 
employees, you, as a small^ business owner, will be concerned 
with maintaining the standards established by such laws* 
The National Labor Relations Act of 1935. the Taft- 
Hartley Act. of 1947, and the Labor Management Reporting and 
Disclosure Act of 1959 ara three major federal laws dealing 
with settlMiant of labor disputes. This legislation guaran-» 
tees the right of employees engaged in interstate commerce 
to organize and bargain collectively with their employers or 
to refrain from such activities. States also have enacted 
laws designed to uphold collective bargaining and to define . 
unfair labor pract'lcea. 

Economic Prbtection 

The Social Security Administration (SSA) in the Depart- 
ment of Health, Education, ^ and Welfare (HEW) administers the 

Federal Social Security Act of 1935 . The SSA provides 

• ■ " i 

monthly benefits to insured persons and their depend'ents in 
the event of retirement ^ disability , or death and provides 
health insurance (Medicare) to persons sixty'-f Ive^^and over, 
and to some disabled persons under slKty-five, There are 
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WHAT mGISLATim- 
mGULATES FAIR 
COMPETITION? 



\ Part II, Unit D 
Government Rcgulationc 
and Small Business 

thirteen hundred Social Security offlcee in the United 
States, If there is no office in your conmiunity, consult 
your local post office for the visit schedule- of social 
security representatives* 

In addition to the Federal Social Security Act, there 
are other regulations dealing with economic security for 
employees. Legislation for economic security is designed 
1) to minimize losses an employee might sustain from Indus- 
trial accidents s occupational diseases , and involuntary 
unemployment I 2) to provide hospital and medical care for 
the employee; and 3) to furnish some income to the employee 
after retirement, 

. The Federal Social Security Act encourages all states 
to fenact economic security laws and all states ^ave done so. 
Protection from Income loss from industrial accidents and 
occupational diseases cdmes through worker's compensation 
laws. Provisions of these laws vary from state to state 
so you should consult local sources for Information about 
them* Involuntary unemplpyment benefits are also required 
by both state and federal legislation. _ 

■ ' ' / , V ^ ' 

^ Legislation Regulating Fair Competition 

. The federaT f eguiatlons Intended to maintain fair com- 
petition among enterprises Include such laws as i 
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The Sherman Antitrust Act of 1890 
The Clayton Act of 1914 
The Rpbinson-Patman Act of 1936 
♦ The Lanham Trademark Act of 1946 

These laws were established to encourage competition 
by governing sales and services between state boundaries. 
States have similar leglslaLlon to regulate goods and ser- 
vices sold within state lines* 

The most significant fsderal laws prohibitinr^ che 
development of monopolies are the Sherman Antitrust Act of 
1890 and the Clayton Act of 1914. These antitrust Acts 
*were intended to encourage competition by restricting the 
growth of monopolies. 

The Sherman Antitrust Act ^gp€es^ ''every contract ^ 

combination, or conspiracy in restraint of trade or 

commerce among the several atates,*,is hereby declared 

to be illegal.'- 

\ ' ^ 
The Clayton A^t was particularly concerned with price 

/ 

fixing as a means of reducing competition. Similar to the 
Sherman itatitrust Act, this Act made it illegal for persons 
or firms to discriminate on prices between buyers if the 
result would decrease competition. The Clayton Act also 
prohibits eKclusive dealings. 

The Robinson-'Patman Act of 1936 was passed to amend and 
strengthen the Clayton Act. The purpose of this Act is to 
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strengthen fair competition. It provides that like business 
purchasers of like goods from the same supplier should pay 
the same price. This includes quantity or trade discounts* 
The Act requires sellers to establish one base price for all 
buyers and to give the same amount of quantity and trade 
discounts tg all buyers. 

The Lanham Trademark Act of 1946 provides for rtgiii-^ 
tratlon and protection of trademarks used in comnierce and 
implements the provisions of certain international con-- 
vent ions. , 

ConsumorProtection Legislation 
There are federal laws that are aimed at protecting 
consumers . These include: ^ 

The Federal Equal Credit Opportunity Act of 1974 
The Fair Credit Billing Act of 1975 
The Fair Credit Reporting Act of 1970 
The Consumer Credit Protection Act of 1969 
/ Federal Food and Drug and Cosmetic Act of 1938 
Fair Packaging and Labeling Act of 1966 
Textile Fiber^ Products Identification Act of 1958 

Credit Protection Legislation 

Recent legislation has provided additional credit 
protection to customers. The Consumer Credit Protection Act 
of 1969 is cominonly called the -'Truth-in-Lending Act," If 
you extend credit to your customers , you will be affected 
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by this law* This law is intended to assure a meaningfui 
dlscloiure of credit terms- It requires that lenders providtB 
debtors with meaningful disclosures of credit terms so that 
the consumer will know exactly what credlL will costj thus 
enabling the cunsumer to readily ccmpare various crtdit terms 
available. The law also provides that lenders tell the truth 
when loaning money or extending crc it, and disclose their 
credit terms and intereS': costs in prescribed standard 
terminology* 

^ An amendment to the Act limits the liability the c : 
sumer (buyer) has for unauthorized credit card use to fifty 
dollars on cards issued on or before January 25, 197.1, No 
liability on cards is issued after that tlTae imless the credit 
card issuer takes several steps such asi notifying the card 
holder of limited liabilityi providing a postage=-f ree means 
of notification of loss; and providing a means of Identifica^ 
tion such as signaturej thumb prints or photograph of the 
consumer , 

The Equal Credit Opportunity Act of 1975 is designed to 
ensure that consumers are not denied credit for reasons of 
sexs marital status, age, race, religion, or national origin. 

The Fair Credit Billing Act of 1975 was passed to provide 
consumers with an opportunity to dispute errors in billing 
statements and to require creditors to make an effort to 
correct such errors. 
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The Fair Credit Reporvlng Acf (October 26, 1970) is 
designed to ensure that a c.on^^umej^s credit report will con- 
tain only accurate J relevai^t, and recent infonnation and will 
be confidential unless requested for an appropriate reason by 
the proper party. 

Laws Conce rning Products 

The Food and Drug AdminiGtracion (FDA) is a federal 
government unit within the Department of Health, Education, 
and Welfare (HEW) which rrotects consumers by enforcing laws 
and regulations to prevent distribution of adulterated or 
mlsbranded fcods, drugs, raedical devices, cosmetics, and 
veterinary products, 

Th^. Pure Food and Drug Act of 1906 forbids "adulteration 
and misbranding" of foods and drugs sold in interstate com- 
merce. The Federal Food ^ Drug, and CosTnetic Act of 1938 
added cosmetic and therapeutic devicL^ ;q the FDA's juris^ 
diction* The legislation also revised the definition of 
raisbrandfid foodsp The definition cf improper labeling mater-- 
ial was broadened to incli.ae any 'false 'and misleading'' label. 

Additional Consumer P r otection Legislation 

The Fair Packaging and Labeligatlon Act of 1966 intends 
to prevent unfair or deceptive packaging or labeling of cer-- 
tain consuTner goods. 



14 



ERiC 



2S 



Part II, Unit D 
Government Regulation 
and Small Business 

**Truth^ln^f abrica*' legislation has also been enacted 
for consuTner protection. The Textile Fiber Products Identi-" 
fication Act of 1958 requires informative labeling and adver- 
tising of textile fiber products. Retailers or wholesalers 
who sell or advertise text 11a products share with the manu= 
facturer the responsibility for seeing that the fiber con- 
tent of goods is properly labeled and advertised. For example j 

\ 

this federal legislation applies to persons advertising 
clothing or household fabric pfoducts in newspapers having 
interstate coiranerces regardless of whether or not goods are 
actually marketed across state lines. Therefore , the vast 
majority of retailers handling textiles have definite respon-- 
slbillties under this labeling law. 

Laws Protecting the Environment 
In recent years , concern about protecting the environ-^ 
ment has Increased, Ways and means are sought to decreave 
pollution of air 5 waters a^d other parts of the environment. 
Various branches of government—local, state, and federal- 
have passed regulations designed to help protect the environ-- 
ment. On the national level, the Environmental Protection 
Agency (EPA) has been established. You should determine 
which pollution laws and regulatlonb, if any, apply to the 
type of business you plan to open. Good starting points for 
gathering this information are the trade associations for 
your line of businass and the offices of the various branches 
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of government, includin^z the EPA, 

T.icensas and Permits 
A business license or parmlt is an authoriEation , or formal 
permission, to operate a business. Certain types of bu- ^nesses 
are commonly "licenned.'* Business owners must meet certain re-^ 
quirements before a license or permit is issued. Payment of an 
annual fee is usually required to obtain a license* You aiso may 
be asked to comple Cu a written application. 

The federal government licenses certain industries. 
Federal licenses are required for television and radio stations ^ 
air transporters and other specific businesses. 

In general, states county and municipal governments issue 
licenses and permits to most business operations* Businesses 
which are usually required to obtain a state or local license 
are pharmacies, real estate brokerages, beauty^ salons, bar- 
bers i building contractors and CPA (Certified Public Accoun- 
tant) accounting firms. This list is not complete. In some 
states J many other types of businesses are required to have 
licenses. 

Do you know what licensGs and permits are required for 
the business you are considering opening? Check federal 
legislation, if applicable. Since license and permit require- 
ments vary from state t© state and from one city to the naxt* 
you will need to check your county or municipal courthouse to 
determine what is required by law. 
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TAX LEGISLATION 

WHO MUST Without exception^ all businesses must comply with tax 

FAY TAXES? laws, ^^-iir business , regardless of the type of product or 

service you sell or when and how you sell it, will be sub= 
ject to federalj state, and local taxes. 
WHAT TYPES OF Almost every phase of a business is affected by taxes. 

BUSINESS TAXES Taxes must he paid on employees, inventory, capital gains, 

ARE THERE? and gross sales. There are Mny different types of business 

taxes and keeping good records is the key to effective tax 
management. In Managing for P rofits ^ an SBA publication, 
Harvey Krentzman lists these kinds of business taxes: 
TYPE S OF BUSINESS TAXE S 

FedBi'aZ Individual inaome taises 

Cor^OTate inaom& ta^es 
Exaise tmies—manufaaturers^ retailors 
Employment taxes 
Snaial seaurity taxes 
Death tawes 
Stwnp tc^BS 
* Oooiipational taxss 
Customs 

State ( speaifia 
taxes vary in 
eaah state) 



Individual inaome taxes 
Corporate inaome taxes 
Gross i^eaeipts and sales taxes 
Business reat and personal property taxes 
Capital stoak taxes 

Business automobile and truak liaenseSj 

inspeatian taxes . 
Death taxes 

Fore ign^ state bus i ne ss t axes 

P/orker ^s aompensation insuranae premiums 

Inoorporation fees 

Employment taxes 
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Loaal Ifidividiial incoPi^ ta^'es 

Salss ta^es 

City, sahool disiriat, mid aoimthi real a?:i 
pBi^sonal property taj:es 

Business veai a^id ^persanal property ta:c^G 
Federal Taxes 



Among the federal taKes for which you may be liable are 
FEDERAL TAXES? social security taxes ^ individual income, and, if your busi= 

nesj is incorporated, the corporate income tax. Social secur- 
ity taxes are shared by you, as employer, and your employees. 
From your employees* wages, you must deduct their share of 
the old«age, survivor's, hospital ^ and medicare insurance 
taxes* You must also withhold an amount from their wages 
for paymant of their individual federal income tax, and, 
where required, state and local income taxes. The law re^ 
quires that every entrepreneur with one of more employees 
withhold federal income taxes from the salaries paid the 
employees. Pajnnent of these withholdings to the taxing 
agency Involved must be made by certain deadlines or 
the entrepreneur is subject to a penalty. 

If you are an employee of your own corporation, the 
withholding provisions of the social security and individual 
income taxes apply to you, too* As an employer, you must 
pay your own income tax in addition to being liable for with^ 
holding taxes from each employee's salary* Under the 
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Self ^Employed Individual Tax Retirement Act^ you are also 

allowed an Income tax deduction if you set up retirament 

plans for yourself and employees. 

If you are a sole proprietor or partner, your personal 

incoius tax paynients luust prsiparsici snd IcL:pt ci.i. i ^--nu on 

quarterly basis ^ You should contact your local Internal 

Revenue Service (IRS) office for other inf ormrition about 

vQur federal tax obligations. One good booklet to have on 

this subject is the Tax Guide for Small Business , prepared 

by the IRS. 

State and Local Taxes 



You may have other state and local tax responsibilities. 
The more common types of state taxes are income, property, 
sales, and unemployment compensation taxes and occupational or 
business licenses. Information concerning state and local 
taxes and fees which apply to your particular business can 
be obtained from state and municipal government offices. 

Use the checklist on the following page to obtain infor^ 
matlon on the various kinds of taxes for which you will be 
responsible , 

OBTAINING LEGAL ASSISTANCE 
As you can see, there are many laws with which entra-- 
preneurs must comply. Government regulations, intended to 
combat social and economic problems in our society, often 
become burdensome for the small business. The increasing 
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WOMSHEET FOR MEETING TAX OBLICATICNS 

This worksheet is designed to help you manage joup Hrrn'^ ta^ oi lijatiuria. 
iou my want your aaaountarit or bookkeaper to prep the worksheet so^jou aari 
UBS it as a rminder -in preparing for ana paying the ''artcus taxe^* Choak uith 
your loaal gavermient ■ s tax office to determine whian taxes your ftm is ooLt- 
gated bo pay* 

K'U'id oj Tax 

FEDERAL TAXES Due Date Amount Due 

EnfD 7.0^^ s Tn oot^i c Tax 
and Sooial Seaurity _____ 
Tc^ — 



EmaiBe Tax 



OMer-Manager 's 
and/ or aorporation* s 
inoome tax 



Unmnployment Tax 



STATE TAXES 



Unemployment Taxes 
Inaome Taxeu 



Salee Taxes 



Pranahise Tax 



Other 



Fan 



vr^tzng 
iO Chec^ 



LOCAL TAXES _ 
SalBB Tax _ 

Real Estate Tax 

. tgrsonal Property 
Tax _ 

Liaenaea ( retail 
vending nmahine^ eto* )_^^ 

Other 



ERJQSS^PS Meeting Your^Tax Obligation , Small Marketers Aid No* 142, Small -Iness 
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number of laws and regulations directly affecting businesses 
and the various interpretations being made by the ccurts com- 
plicate the entire topic of business law, especially for 
the small entrepreneur. 

Since, in most instances, these laws are highly complex, 
obtaining legal counsel is wise. You can locate a cum" 
petent lawyer through your bank, accountant , other entre^ 
prstisurs, and the ststs or CDunt^-^ Bsr Asscciaticr' whic^ 
often operates lawyer referral services* 

Many small businesses find it advantageous to hire an 
attorney on a retainer basis. If you operate the type of 
business in which legal questions arise rather frequently, 
thii may be the most economical means of obtaining legal 
assistance* Hiring the lawyer as a retainer enables the at- 
torney to become more familiar with your business and there- 
fore better able to understand your company's legal problems* 
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EXPOSURE ACTIVITIES 

As you have read^ becoming familiar with government 
regulations Is a very important responsibility of every 
entrepreneur. Now that you have learned some basic facts 
regarding government regulations, cry chesa accivitiijs. 
They will help you become more knowledgeablB concernirig 
government regulations * 

ASSESSMENT ONE 

1, Ask a local business owner to meet with your group to 
discuss how federal, state, and local rules and regu-- 
lations affect the firm's operations, 

2, Check with local government offices that handle busi^ 
ness permits and licenses. Find out which types of 
businesses are required to have licenses and permits* 
In addition, find out if there are any circumstances 

n require licensing of the busineis owner. 

3, jvernment rules and regulations can he classified 
according to whom they are Intended to protect. If 
this classification system is used, who are the major 
groups being protected? Discuss each group. 

4, Do you believe you will need legal assistance to 
comply with the rules and regulations that apply 
to the type of business you want to operate? VJhy? 
EKplain in detail. 
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POSTASSESSKENT 

1. ''^^any small business owners believe that federal regu=^ 
lations are more of a burden to their firms* operations 
than a help for their firms.'' Respond to this statement. 
Do you beliava thit? Why? Wliy i.ul? 

2. Dsfine licenses and perinits and prcvida exarnples* 

3. Describe two federal laws aimed at protecting each of the 
following groups: employees, competitors, and 
consumers. 

4. Describe two federal taxes that most entrepreneurs are 
requirad to pay. 

5i Identify and describe three state and local taxes your 
business would probably be required to pay* 

Compare your answers to your responses to the preassess^ 
ment . You may want to check your postassessment answers 
with your instructor ~ 

SELF-EVALUATION 

How well did you know the information needed to do 
the activities? 

( ) Very well 

( ) Fairly well 

( ) A little. 
Be honest with yourself* J i feel you dcui't know 
the material well enough, it might be helpful to review 
this section before going on. 
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PREA£ J ESSM^NT 

Here ara soine questlcns that test for knovledga of tha contents 
of this lev^el. If you are very familiar with the irf ormation needed 
to ansi^er them^ perhaps you should go to another level or unit — - 
check with your instructor. Otherwise ^ jot down your answers. After 
you've read through this level, take the postasseHsment at the end of 
the "Exploration Activities" section and measure what you-ve learned, 

1* In what areas do you have legal obligations? 

2. What federal agencies issue licenses? What businesses do 
they license? 

3. What ntajor federal laws protect competition among businesses? 

4. Discuss the Magnuuen^Moss Warranty Act, 

5* How can a business owner manage federals state ^ and local 
taxes? 
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TEACHING/LEARNING OBJECTIVES 

Upon completion of this level of instruction, you 
should be able to^ 

1, Identify and describe at least five potential 
areas in which legal problems may arise for 

, small business ov.Tiers. 

2, \ldentify two federal agencies which license 

^businesses . 

3, Identify and discuss in detail at least three 
federal rules and regulations that protect 
fair competition in our economy, 

4, Define and discuss in detail each of these 
laws : 

a. Magnusen-MoBS Warranty Act of 1975 

b. Occupational Safety and Health Act of 1970 

c. Equal Employment Opportunity of 1972 

d. Equal Pay Act of 1963. 

5, Explain the dual roles a business owner assumes 
in managing taxes at the federal ^ state and local 
levels . 
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SUSi^NTIVE INFORMATION 

mpRTANCE OF tnteERSTMDING RULES REGULATIONS 
.^WHAT imACT DO RULES Most bualnesi restrlGtions were originally designed as 

AND MGULATIONS protective devices for our economic system and its people* As 

\ HAW ON BUSINESS? the buBiness world grew, so dfd the laws* In our society to- 
day ^ rules and regulations ate undergoing continuous revision; 
' economic growth and complexity has also necessitated the 

establlihment of new laws. These laws function to ensure 
a healthy society and hence a healthy business atmosphere, 
' Today -s entrepreneur often feels overwhelmad by these 

protectiva laws. However, some basic understanding of their 
purpose If important* Your enterprise will be in a better 
position to comply with appropriate laws if you Include plans 
to learn about applicable rules^ regulations and recorda in :. 
y your overall business plans* Awareness of the regulations 

with which your business must comply will enable you to 
' establish how you can better assume your individual responsl= 

bility a^ an^eatrepreneur . As you luarn more about governmenc 
, rules and regulations, you may discover that certain types of 

records will be very important for your firm* It will be your 
* ' responsibility to be sure your firm does in fact comply with 

the appropriate federal, state, and local regulations. 

i Potential Legal Respohslbilitles 

IN WHAT AREAS Every business has legal obligations. These duties range 

DO LEGAL DUTIES from paying taxes to obtaining patents for a product. It is 



EXIST? 
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[lot possible j nor is it probably wise, for a business owner 
to handle all legal matters without eomt professional assist- 
ance* As an entrepreneurs you should probably be in touch 
with an attorney to identify the areas that may affect your 
type of business. However, being at least familiar with \ 



potential legal responaibillties is helpful, 
of legal responsibilities and obligations. 



AcqiJ.sltlons 
Advertising - copy 

packaging 
Agents and brokers 
Antitrust matters 
Arbitration - role 

In disputes 
Bankruptcy 
Board of director^ 
Brand names 
Buying and 

selling - terms 

and conditions 
Checks - forgeries, 

frauds 
Contracts and 

agreements 
Competitors steal- 

Ingi employees 
Corporate form 
Employer and 

atnployee 

reaponsibilitles 
Employment agreements 
Franchises 

f ^tonaglng for Profit , 
SBAV 1968.) 



Goverranent 

federal? states 

and local 
Insurance contracts 
Interstate 

transportation 
Inventions 
Labeling 
Llcens'^s 
Mergers 

Misrepresentation 
Multiple 

corporations 
Negligence 
Negotiable 

Instruments 
Order acknowledge 

ment and 

conf irmat Jon 
Patents 
Permits 

Price discrimination 
Product liability 
Profit sharing 
Records 5 legal 
Retirement pensions 



3elQW is a ll^C 



Slander and libel 
Stock options 
Stockholder 

voting rights 
Stcckholders 
Ta^es 

Tie-in Sales 

Trade Secrets 

Trademarks 

Unfair competition 

Verbal agreements 

Wills 

Worker's compen- 
sation 
Zoning 



28 



42 



Part II, Unit D 
Government Regulations 
and Small Business 



CLASSIFICATIONS Of' RU^S AND REGULATIONS 



Regulations primarily cover four areas .(1) commerce, 
(2) competition, (3) public health and safety, and (4) labor. 



Thm federal government regulates interstate conmerce 
(among states) . State government regulates Intrastate com"- 
merce (within a state's boundaries) # The two federal agen- 
cies that regulate coimerce are the Interstate Coiranerce Com- 
mission (ICC) and the Civil Aeronautics Board (CAB), 
Federal Licenaing 

Some types of businesses are "licensed" by the federal 
government. The Federal Comiwunicatlons Commission (FCC) 
la an eKample of a federal agency with liceaaing power. The 
FCC lieenaea radio and television stations. If you wish to 
operate a radio or television station, the FCC will assign 
your station a frequency or channel. 

The Civil Aeronautics Board (CAB) is another federal 
licensing agency. It licenses charter, passenger, and 
freight ait^lines. Individuals who qualify to operate private 
aircraft must also obtain a license from CAB, However, for 
intrastate commercej Individual state Public Utilities Com= 
mlisions (PUCs) issue licenses to airlines operating only 
within the state boundaries. 

Federal permits or licenses are Issued by other govern- 
ment agencies* For example, any enterprise using government 



CoMnerce Hegulatlons 
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property involved In the preparation of meat products (such 
as lauaages and hot dogs) or Involved in the pr0duction of 
drug products rauet obtain the required federal llcenies. 

If you plan to hire eftiployees, you must obtain an em=- 
ployer' a Social Security identification number through the 

Internal Revenue Service, This number is really a type of 

f 

"license*" 

t 

Stats Licensing 

r 

Many atates, counties ^ and fflunicipal governments issue 
licenses and permits to various types of businesses. These 
requirements vary from state to state and from one city to 
the neKt. 

States that have sales and use taxes usually require 
entrepreneurs to obtain a special license or permit , This 
license allows the entrepreneur to give the permit number when 
purchailng goods for resale in lieu of paying sales tax. 
Since the sales tax Is a consumer tax, the entrepreneur is re- 
quired to collect the tax when selling merchandise to CQn-= 
aumers. Periodically r the entrepreneur must remit the taxes 
collected* 

Some states require that cemetery brokers^ dry cleaners, 
and collection agencies obtain special licenses before they 
open. In inost states ^ enterprises that sell liquor must be 
licensed. To obtain these licenses, the applicant must file 
an appllcatipn with the appropriate state, qounty, or city agency 
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Every enterprise must also conform to local zoning laws, 
comply with building codes, and meet standards set by local 
health, fire, and police departments. 



Competition is the cornerstone of the American business 
system, the free enterprise economy. Over the years, anti- 
truBt laws have been enacted to maintain the conditions nec- 
essary for fair competition. Other laws prohibit monopoly 
(control of price or production of goods or services) . The 
Federal Trade Commission (FTC) supervises these laws. 

Three of the major federal laws enacted to protect com- 
petition among businesses include the Sherman Act (1890), 
the Clayton Act (1914), and the Robinson-Patman Act (1936). 
The Sherman Ac^^ was created to prevent businesses from re- 



straining tradi and monopolizing markets* Because of weak-- 



nesses In both the Act and its interpretation, the Claytc Act 
was passed. The Clayton Act prohibits price discrimination, 
eKclusive agreements, and acquisition of the stock of another 
company when the effect would tend to lessen competition or 
to create a monopoly. 

The Robinson--Patman Act prohibits price discrimination 
among different purchaaera of commodities of like grade and 
quality if the effect of such discrimination may subs .ally 
lessen competition or tend to create a monopoly. Price dif-' 
ferentials are legal if they can be justified on the basis of 



Laws Regulating Competition 
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cost savings or meeting competition in good faith. The 
Act prohibits paying, receiving, or accepting anything of 
value such as a coiranission, brokerage, or other compensation 
except for actual services rendered. In addition, It prohibits 
furnishing services or facilities at purchase terms not offered 
to all purchasers on proportionately equal terms. ; 
Fair Trade Laws 

Resale price maintenance laws, also called "fair trade 
laws" have significantly changed In recent years. At one 
time, state laws permitted manufacturers to set the resale 
price at which dealers within a state were supposed to sell 
the firms' products. Many states adopted some form of fair 
trade laws. Such laws, passed during the Depression of the 
1930' s, were originally enacted to prevent large retailers from 
selling at such low prices that smaller retailers could not 
compete. 

In interstate conmerce, - use of resale price main- 
tenance agreements was facilitated by the Mlller-Tydlnger 
Act of 1937 and the McGulre Act of 3 952. However, resale 
price maintenance agreements between manufacturers and re- 
salers violate the Sherman Act and are illegal. The Con- 
sumer Goods Pricing Act of 1975 prohibits the use of resale 
price maintenance laws in i"t=pr«tate commerce. 
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J Credit Laws 

WHM AEE'^WE'^'^ The Truth-in-Lendlng Act (1968) requires full disclosure 

CREDIT LAWS? of all finance charges— the amount of money paid to obtain 

credlt~©n consuffier credit agreements and in advertisements 
' of credit plans. The law is primarily designed to allow con- 
sumers to be better informed about their credit purchases by 
letting them know exactly what the charge for the use of credit 
is* This ways comparisons of charges for different credit 
" ' SQurcea can be readily made. The Act, therefore, requires 

creditors to state finance charges in a uniform way to all 
customers* Customers must also be informed of the annual per^ 
centage rate, which provides a way of comparing credit costs 
regardless of the dollar amount of their costs or the length 
of time over which payments are made* Both the finance charge 
and the annual percentage rate must be displayed prominently 
oil the forms and statements used by a creditor. 

The Truth-ln-Lendlng Act also protects the consumer 
against unauthorised credit card use. Should a credit card 
be lost ,or stolen i the maximum amount paid by the credit 
card holder for charges made by someone else is fifty dollars. 
In order for the card issuer to hold the credit card holder 
responsible for even the fifty dollar limits the unauthorized 
use must have occurred before the card holder notified the 
card Issuer of losis or theft. The card holder is not liable 
( for any unauthorized use after notification to the card Issuer. 
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If you are conildering offering credit to your customers, 
you probably should request the free pamphlet, "What You 
Ought to toow About Truth-In-Lending,'' from any Federal Re- 
serve Bank or from the Board of Governors of the Federal Re- 
serve System^. Washington, D*C* 20551. 

More recently, there have been federal and state laws 
that deal with equity in establishing and maintaining credit. 
The Fair Credit Billing Act (1974) is designed to provide 
the consumer with an opportunity to dispute errors in billing 
statements and to require creditors to make an effort to correct 
such errors. - Your credit customers will have received pro- 
cedures from QtmdltQTB on how'to correct errors. The Federal 
Equal Credit Opportunity Act of 1974 prohibits credit dis- 
crimination on the basis of race, color, religion, national 
origin, sex, marital status, age (providing that the person has 
the ability to enter into a binding contract J ; because all 
or part of a person^ s Income ccmes from a public assistance 
program; or because a person has acted on their rights under 
the Federal Consumer Credit Protection Act. The former Act ^Iso 
gives married persons the right to have credit information 
ineludad in credit reports In the name of both the wife and 
the husband If both use or are responsible for the account. 
Consumer Legislation 

•Recently there has been increased interest in consumer 
legislation, based on consumer demand for more protection, 
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phe result has been the enactment of federal regulations on 
warranties. The Jtognusen-Moss Warranty = Federal Trade 
Comniasion Improvement Act of 1975 sets standards for those 
MnufacturerB who offer warranties. 

The Magnugen--MosB Warranty Act and the follQW-»up Federal 
Trade Comisslon (FTC) rules have had a great effect on both 
manufacturers and retailers. Business people who sell consumer 
products that are priced above fifteen dollars must conform to 
the provisions of the Act and the FTC rules if written warrant- 
ties are offered. The FTC rules regulating the Magnusen-=Moss 
Warranty Act are outlined in '*The New FTC Disclosure of Written 
Consumer Product Warranty Terms and Conditions available from 
the FTC. The basic provisions of warranties, as eKplained in 
these rules smd in the Act, generally require the warrantor to 
disclose information "in simple and readily understandable 
language." The Information should Include (1) what the warranty 
covers* (2) what the warranty eKcludes, (3) what the warrantor 
#111 do if the product should fail^ and (4) step-by-step instruc- 
tions the purchase^ must follow to get the warranty honored. 
Consumer Pro t ec^t ion Ag^enc ies 

Asi iitportant agency regulating commerce is the Federal 
Trade CouiaiASSion (FTC), an independent law enforcement agency. 
By enforcing antitrust laws and other statutes * the FTC tries 
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to establish and maintain fa^r competition in U*S* 
markets* The FTC'i enforcement of antitrust laws centers 
\on curbing deceptive advertising^ packaging ^ and labeling; 
assuring truthful labels on wood, rur, and textile products | 
and guaranteeing proper disclosure in\credit transactions. 

The FTC carries out its duties by lU) monitoring tele- 
vision and printed advertising to locate possible deception 
and fraud; (2) Investigating complaints of ialse advertisings 
oral misrepresentations misbranding , restraint of trades and 
unfair business practices; (3) establishing and circulating 
guidelines designed to promote voluntary compliance with the 
law through improved business practices; (4) conducting 
economic studies of anticompetitive practices that are 
uncovered * ^ 

You may also find that your state has additional laws 
and agencies regulating consumer or trade credit. If 
your state does not have a Consumer Protection Bureau which 
deals with these legislations ^ you might check with the 
State Attorney General's Office. 

Public Health and Safety Laws 
\ This legislation Is designed to keep the general public 
haalthy. The Federal Food and Drug Administration Is an 
PROTECTING PUBLIC agency with the primary responsibility of seeing that purchased 
BEALTS AND SAFETY? food^ drugs, and cosmetics are safe if consumed. Recent 

emphaBls on environmental laws also relate to malntaiaing an 



HAS THERE B^EN AN 
INCREASE IN LAWS 
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environment that is healthy and. safe. 

Conaumer protection legislation has had tremendous growth 
since the mid-1950s. The Textile Fiber Product"s Identification 
Act (1958) was designed to guard producers and consuiners against 
talsbranding and false advertising of fiber content of textJIp 
fiber products. The Fair Packaging anc l eiing Act o: lyoo 
declared that unfair or decepti. packaging or labeling of 
certain consumer coinmodltles was illegal. 

Laws to protect consuiners are based on the belief that 
consumers do not have the time or the knowledge to evaluate 
all products and services they purchase. Such lawF t^herei 



prlinarlly deal with product safety and u closure of ir : or- 
mtion. For example^ the Pure Food .i: Irug Ac 19( 



hiblts adulteration and mi& branding ot toods and drugs sold 
in Interstate conmerce* The Food^ Drug, and Cosmetic Act 
(1938) prohibits the adulteration and sale of foods, drugs, 
cosmetics j or therapeutic devices that may endanger public 
health. The Acp of 1938 allows the Food and Drug, Adminis- 
tration to set minlTnum standards and to establish guides for 



These laws protect workers from unfair wage pracCices 
and unsafe working environments. The Fair Labor Standards 
Acts which regulates minimum wages ^ Is a good eKample of a 
law designed to protect workers. By 1981, employers will be 
required to pay at least $3 ..35 an hour. 




food products. 
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Qccu patlonal Safety and Health Administration 

Certain laws' are designed to protect worker health 
and safety. One law that has had major, impact on all types 
of businesses is the Occupational Safety and Health Act 
of 1970. This Act compels employers to provide their 
employees with safe and healthy places to Wurk, as well as 
to follow a certain standard of safety and , health procedures 
that protect the workers, * » 

The Act a3.-SP created the Occupational Safety and 
Health Adminiitration (OSHA) , OSHA has appointed invasti- 
gators who have the authority to enter and inspect a business 
without any notice to the owner* OSHA issues citations and 
sometimis penalties if violations are found. If a business 
does not respond and correct the cited violations, the 
business can be fined as much as $1,000 per violation and 
can face possible criminal proserution. Employees can report 
unsafe conditions and practices to OSHA, 

Many small business owners have voiced concern about 
OSHA, These owners, some of whom consider the law a 
necessity, note that their heavy workloads leave little 
time to comply wit^ ae more regulation. What can a small 
husiness person do to ease the burden? Below are some steps 
that you, as a small business person , can take to meet OSHA 
requirements and yet not make the task overwhelming. 

First of all, you should make certain that all employees 
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are acquainted with OSHA and the company's iafety regula- 
tions. This is especially important once safety hazardri 
have been identified and corrected. The required poster, 
"Safety and Health Protection on the Job," must be posted 
at the workplace* It Informs employees of their rights and 
responsibilities. Regulations should also be posted. 

Second, if you have more than ten employees, you 
must also keep the following three forms up to date: 

1, OSHA form 100 A log of occupational Iniurles 
and illneeaes 

2, OSHA form 101 " Supplemental record of each inlury 
or illness 

3, OSHA form 102 — - Annual sumaarv. This form imist be 
posted for employee review for at least 

a one^month period, starting February 1 

\ 

of each year. 

Maintaining chese forms is usually all the recordkeeping 
required of the business OTOer. However, if there is a 
fatality or an accident that results in the hospitallEation 
of flvfe or more employees, it must be reported to the nearast 
OSHA office. (Adapted from Journal of Small Business 
Management t October 1977, pp, 6-7.) 

Third, the small business ovmer must become acquainted 
with OSHA standards in addition to learning how to perform' 
a workplace Inspection, You will find several sources of 
information helpful, including "OSHA Standards for General 
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Induatry." available from the Cow -erclal Clearing House, Chicago, 

Illinois, and the publications listed in **Sourcss to Consult for 

Furthor Information,'' of this unit. You may also request an int. r 

mal viiit to your business by OSHA inspectors who will assi-,t 

you in verifying compliance* Requested visits wil. not re= 

suit in citations. However^ you should develop a checkllBt 

for periodic safety inspections to insure your workplace is 

kept safe and healthful at all times. 

Regulation of Employment Practices 

In recent years i many laws have been issued t^* 
insure equal employment opportunity* 

The first m^or piece of legislation in this 
■ ^ea was the Equal Pay Aat of 1963, whiah re- 
quired all employeve Bubjeat to the Ftir 
Standm^de Aat to provide equal pay for men 
md wmen performir^ aimilar work. In 196 
the Civil Rights Aot waB paaeed^ and one of 
its major provisionB was Title VII, This 
prohibita diaarimination becauBe of raaej, 
aolor^ religion^ aesoj or national origin in 
all emplo^mt praatiaee^ inaluding hiring j 
firing^ promotion^, aompenaation and other 
tema^ privileges^ md aonditions of enrploy- 
ment^ ■ The next major statute was the Age 
Diaarimination in Ew^loyment Act of 1967 ^ 
whiah prohibita e^ToyerB of 25 or more 
persons from disariminating against persons 
40 to 65 in any o^ea of employment beaause 
of age. 

In 197 2 J the Equal Emplom&nt importunity Aat ^ 
whiah mdnded the Civil Rights Aat of 1964^ was 
■ ■ passed. This aat' greatly strengthened the powers 
mid es^anded the jurisdiation of the Equal 
Employment Opportunity Comnission (EEOC)j the 
agenay that enforaee this Im. As mended^ 
Title Iff J now aover&! (I) all private employers 
of or more persons^ (2) all publia and private 
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mAT IS 

WORKER'S 

Ca^lPENSATION? 



sduaationai institutions^ (3) state mid toaal 
goverrments^ (4) piiblia md private erTplvyrmmt 
agBnaies^ (B) labor unions with 16 mare 
members^ md (6) Joint Ic^or^managsme.nt aormittnca 
in appre~ -^M leship and trainiyig. 

Tks par -^f the Equal Emptoyment Opportunity 
Ajt mea : ' lah greater role for thf^ EEOC, Priov 
tj 1972. ' was primar'ily a reaeim^r and 



jf job disarwiination aomplaints , 



However^ th^- T^^nn is now mithorised to go directly 
to aourt uu ■ ae the law if aonailia^- n aaes 
■ not eUmi^'iai- ■ ^he disorijnination. In add%tion, 
the 1972 Aat also pi^ovides that aharges may be 
filed by organisations on behalf of individuals 
suffering disarimination. Employees md job 
appUamts had already been given the iHght to 
go to aourt to sue sprployers direatly fov alt'^n^d ■ 
discrimination . aations , (j ournal of Small Business 
Management ^ October 1977 , pp. 1-2.) 

Worker Compensation 

Worker's Compensation provides benefits for injured 
workers or their dependents reiardless of who is at fault. 
If a worker its killed or injured cn the job, the worker or 
the worker's dependents collect according to a schedule 
based on the severity of the injury. The worker forfeits 
benefits if the injury results from a fight he or she 
started, the injury was self-inflicted, or if the worker 
was under the inflence of alcohol or drugs. 

The employer pays the total cost of worker *b compenoa- 
tlon coverage. You, as the employer, are required to have 
worker's compensation coverage through state or private 
insurance companies. Requirements vary from state to state 
Worker's compensation plans are usually administered by a 
state department of labor or a special board or commission. 
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You should check with your state labor office to be sure 
of the eKact rulas and regulations which apply to your 
business. 

TAX LAWS 

"ax laws will affect any business venture, arcfore, 
^they should be considered important factors in all business 
planning. Taxes affect both long-term and short-term busi- 
ness plans . 

The entire topic c"^ tF.xes is technically complex and ever- 
changing. You will probably find that you do not have the tiine 
to keep up-to-date on the latest tax regulations and court 
tax law interpretations at the local j state and federal 
levels. 

Hiring the services of a good tax adviser ^ or Certified 
Public Accountant will probably be very helpful for you. 
Advice from experts in the tax field can keep you from 
making costly mistakes and save you moneyi in addition to 
decreasing the amount of your paperwork* 

The owner-manager of a business is liable for paying 
many different taxes such as state taxes , federal taxes, 
and Itcal taxes- For example i 

\ The aVeTage small business in Cleveland files 
aboidt tlO taa-mlr^^^^^ doaimmts year^ it files 
aorporate inaome ta^ onoe a yeav^ perBonal- 
pvapsrty torn tmae a yewn^ federal immployment 
ta^ four times ayear^ state tax 12 cimes a year 
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a>id pdyroll fo^ ^2 vines a T?: bc:Vt-cv^ 

Paptw work aastB small busifipsr^n a a'.ij{rm'u^i 
&U h-'^Hon to $S0 bilUm a y^oi', a^^am-di):^ o 
a mamt mpart by the CamiissinK on B^deral 
Papmnj^ark, A>id muoh of ih? fed.:ral ^DVm^ime)ii 'a 
own $30 hit f ton a i/fjca' pap&rwopk hilt is svmn 
on imgulatim small buBinf^ssfW ^ (The Wall- 
Street Journal , November 21, 1977, p. Ij 
Reprinted by perinission of The Wall Street 
Journa] , Q Dow JonGB Co., Inc*, 1977. 
All rights teserved. 

Each of these taxes affects companies differently. The 
effect a tax has on a company is very often determined by th 
practices used by that nompany. The business activities 
listed below Illustrate how a company's business policies 
and practices can affect the taxes paid. 



TAX EFFECTS IN BIB I NESS ACTIVI1:.S 



B uBimse Aativitjf Tan: Oonsid&paHons 

BiVi f^tory Taxes paid on inventoriBs are baB&d 

^ ^ an the value of the inventorif. Selea- 

^ tion of fisaal year^mding ro cwin- 
aide with low inve^^tary Immls iHll 
Bave taxes. Method of valui7i^7 i.iv&K- 
toi if will affect invmitom a?^iounta. 
Inventory -re dilation proiirms pr'ior 
to assessment datGB are efffiatdve tn 
reducing tan:es. 

Asset Aaqvisition tlrlaarion of 'hr a. prr :t iuu 

" " rnath'jd to hR(-^ ^ aan off 'a' vr^fifr. 

Evaluati t uf tJu: tax bcnefini of 
J r 1 n i p ' 2'^" d li) i i h Ohv , ;* / j h ~ni 1 < i 
ha ej^plotuoj, .pSoiu'^far.^' ^hy fnx hiiK--- 
fita <ifiiGin.j\'r huyinj no^\-^)'d}hmd 
or used eauivffiB>\t^ 
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Emp loynwnt/W ag&8 Cco'e^l evatuatim of haw many wovkBra 

_„- ^ . required will ksBp c^Zoj/er'a 

--^ aontTihutions to saaial B&GUrity 
tcm&8 md unmnployment c^bs at a 
minimffn. Tarn effects of wage p^ent 
ptcmB hamd an $toak options md 
dsf erred p^menta of wages should be 
, aonsidsi'ed^ 

Pi 'ofit Flmnin^ Legal fom of business aan offer 

' tOT advmtages whiah inarease profits, 

Mawvnizing legitmate taz deduations 
should b& a major thrust of finmaial 
planning. 

Coital Gains mid Timi7ig of trcmsaatians suah as sale 

Losses of assets^ md aaquisitim of n&w 

~^ assets or new businesses should aon- 

eider impact on taxes. 



(Principles of Bualnesa Management , 1977 5 P* 501.) From 
P rinciples of Businesa Manageme nt by W,N, MacFarlane. 
Copyright Q 1977 by McGraw-Hill Book Company. Used with 
permission of McGraw-Hill Pook CD«.pany* 

Ae a businees otmer you will assume two roles in manag- 
ing taxes* In one role^ you are a debtor; in the other role, 
you are an agent. As a debtor* you are responsible for various 
taxeQ and must pay them as part of your business obligations. 
For eMmple, each year you owe both federal income taxes and 
local real estate tax if you own the business building. 

In the role of agent, you* the business owner, collect 
various taxes and pass the funds on to the appropriate 
government agency. For example ^ each payday you deduct 
federal income and social security taxes from the wages of 
your employees* 
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WSAT DOES THE 
ENTREPRENEUR 
DO AS A DEBTOR? 



assume: the role 

or AGENT? , 



Federal Taxes 

One type of taxes with which we are all familiar are 
federal Income taxes. In paying Income taxes, the business 
owner is again both a debtor and an agent. As a debtor, the 
amount of federal income tax you will pay depends on the 
Income of your firm. The type of business structure— sole 
proprietorship, partnersnip', or corpor/«tion— in addition 
to any other income, exemptions, and personal ?) eductions 
(nonbusiness deductions) will all determine the amount of 

federal income tax you will pay. 

If you are the sole proprietor of your business, you 
pay your income tax jusi: like any other individual. You will 
file the same forms fexcept you will prepare an fldditlonal 
fori"., Schedule C, form 1040, and attach to form 1040. If you 
ar« involved In farming, you will also need to prepare 
Schedule F, form 1040, 

Should your business be a partnership or a corporation, 
there are some differences In the forms you must file as 
well as the dates for remitting tax payments. The SBA publi- 
cation, Steps in Meeting Your Tax' Obligation , (Small Market- 
er's Aid No. 142), is a useful document in understanding how 
the structure of a business organization affects its federal 
income taxes , 



HOW DOES THE Withholding Federal Taxes 

ENTREPRENEUR 



If you have employees, then as the business owner you 
have the role of tax agent. The taxes you withhold as a tax 
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WAT ABOUT 

WITHHOLDING 

TAXES? 



agent are remitted to the government following set rulei, pro- 
cedures, and due dates. Remitting withholding involves two 
steps I 

1, Reporting the federal income tax and social sa- 



2* Depositing the funds withheld. 

Tax return form 941 ia used to report .hholding and 
social security taxes to the ^^.overnment , The report is due 
quarterly on each April 30, July 31, October 31, and 
January 31* 

Income Taxes > When you hire an employee, yoxi have the 
employee sign a Form "Employees Withholding Allowance 
Certif icatei " On the form the employee lists the eKemptions 
and additional withholding allowances claimed. This com- 
pleted form gives you the authority to withhold income tax 
accdrding to the withholding tables issued by the Internal 
Res^enue Service (IRS) . 

Your employees make federal income tax payments each 
payday through you* You ^'withhold" these taxes and pass 
these parents on to the government at stated periods of 
time. At the end of the year, you will be required to pro= 
vide every employee who workad for you during the previous 
year a W^2 form listirg total wages and taxes deducted for 
the entire year. 



curity t^es withheld from employees" pay 
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Social Security Taxeg . As a business owner, you will 
assume both the role of an agent and a debtor in paying 
social security taxes. Social security taxes are b. 
employef and employee taxes. As an agent, you will withhold 
the tax which each employee owes, Therig as a debtor, you 
will nidtch these employee withholaingF^ . For example. In 
1979 social security taxes were deducted at the rate of 
8,1% on the first $17,700 of an employee ^s wages, You 
must match the ainount' you withhold -'rom your employees* 

If you are interested in using social security for 
your own retij'ement^ you must naturally pay the tax for 
yourself. For additional information, see the SBA publi^ 
cation Ratirement Plans for Self -Employed Owner s^Managers , 
(Small Marketer's Aid No, 131), 

Other Federal Taxes 

Federal excise taxes are levied on the sale or use of 
certain items, certain types of transactions, and on certain 
occupations. For example, there is an occupational tax on 
retail dealers of adulterated butter, retail beer and liquor 
dealers, and on wholesale beer and liquor dealers. A re- 
tailer's excise tax is levied on diesel fuel and special motor 
fuels. Check with your local IRS office if you are in 
doubt about the excise tax liability of ycut^ business. 

Your firm is liable for federal unemployment taxes if 
you paid wages of $1,500 or more in any calendar quarter. 
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or you had one or more employaes working at least some 
portion of one day during twenty or iiore calendar weeks* 
The twenty weeks do not have to be consecutive* This 
federal unesployTaent tax Is paid by the employer ^ and not 
deducted from the employee's wages. Federa] unefflployinent 
tax must be paid on or before each January 31 for the pre- 
ceding year* 

State and Local Taxes 
Although state taxes vary from otate to state j the 
three major types of state taxes are unemployment taxes, 
income taxes, and sales taxes. Many local governments 
also have ijicome a^^ sales taxes. It is essential to know 
what taxes your state and local governments require you to 
pay as a debtor and what taxes it requires you to collect 



as an agent. 

Every state has unemployment taxes. The requirements 
vary significantly among states* In some states, employees 
and employers contribute to unemployment taxes* The rate 
of tax charged is usually based on your firm's unemployment 
experience s coupled with the unemployment experience of 
your state* 

Many states now have a state Income tax* In some 
cases, the employer withholds state Income tax from the 
employee -s wages* In most cases , the state tax returns 
are similar to those used by the federal government. 
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Many states also have sales taxes* The antrepreneur 
collects the sales tax from customers and transmits it to 
the state agency. 

Counties, municipalities, towns and cities impose 
various kinds of taxes on businesses. These might include 
real e^Cate taxes, personal properLy taxes, and taxes uri 
gross sales. Some cities even have an income tax. 

Meeting Tax Obligations 
If you hire employees, whether they be full-cime or 
part-time, you will be responsible for taxes » forms, and 
iniurance requirements. Depending upon the city and state 
you are ins you will be responsible for meeting federal, 
states and possibly city requirements. 

Be sure to contact the Internal Revenue Service (IRS) 
office in your area before you hire any employees. Request \ 
the form that must be filled out to receive an Employer's 
^ lentification Number. You will need this number for all 
federal, state and local tax forms. The IRg will also 
send you the necessary forms for deposits and reportings. 
Also obtain a copy of the Employer -s Tax Guide that will give 
you all the information you need to know about how and when 
to deduct and pay federal withholding taxes, social security 
taxes (FICA or FOAB) and federal unemployment taxes. 

Contact your state government offices for the necessary 
information. Be sure you also call your state taxing agency 
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and ask tor all the necessary forms and information 
concefning withholding and unemployLnent taxes. 

You should check with your local authorities to make 
sure your busiri&ss is assuming its local obligations. If 
you are located in a city that has withholding taxes , re- 
quest infoTOation from the citv taxing agency. 

All of these agencies are listed in your phone direc-^ 
tory. Look under the heading/'United States Government'' 
for the Internal Revenue Service, under the heading of 
your state government for state tax agencies, and under 
your city government for city tax agencies. 

Succassfnl entrepreneurs meet their tax obligations 
by following sound Mnagement principles. The SBA publi- 
cation, Steps in Meeting Your Tax ObliEat lons (Small 
Marketerg Aid no. 142) lists the principles that should 
be followed to meet your tax obligations. 

1. Know your tax liability, Wiat kind of taxes do you 
have to pay? How much are they in dollar amounts? 
Wien are they due? 

2. Set aside the funds necessary to pay various tax 
bills • 

3. Pay taxes on time avoid penalties for late payment, 
■ 4, Get advice from experts ^ such as an accounuants 

lawyer, or tax counselor* 
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EXPLORATION ACTIVITIES 

Do you feel you know enough about government rules 
and ragulations to put your knowledge into practice? 
The following activities will help you experience srmo 
"real" problems and give you an opportunity to practice 

oelf "^evaluation to check your understanding of the 
material * 

ASSESS^fflNT ONE 

1, Develop pDlicy statements for your proposed 
firm which comply with the following human 
resource areas * 

a~ Employment safety (OSHA In particular) 

b. Equal Employment Opportunity Act 

c. Equal Pay Act of 1963 

2t Visit or call your local and state tax ?igencies 
to determine the taxes for which your business 
will be responsible* Identify the following: 
your rate J debtor and agent role, how tax is 
..computed^ and due date. You might want to 
use the following chart to compile your informa^ 
tion. 



51 ; 

65 



Part II, Unit D 
Government Regulations 
and Small Business 



My Business Aspiration; 



Taxes Resronsible 



Role Explained 
(debtor and/or 
agent) 


Computation 
of 
Tax 


Tax Due 
Date 















State 



Local 



Prepare a paper no longer than one page explain- 
ing the impact of OSHA.on your future enterprise. 
Obtain* as inany resource materials on OSHA as 
possible from your library. Ask local eKperts 
to help your mite the paper, inaking it as 
specific as possible, 

Aesumtt your business will offer consumer credit. 
With which federal consumer credit acts will 
your fir^need to comply? Explain each in detail. 
You may want to contact the o^er of a local 
business similar to one which you would like to 
i,. information and counsel* 
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5, Discuss the Robinson=?atman Act* Of what value 
is it to smali business? 

6. Design a listing of persons or agencies to 
contact to clear up any problems you might 
have in complying with federal, state and local 
tax legislation, 

POSTASSESSKENT 

1. List five potential areas in which legal responsi- 
bilities and obligacions might exist* 

2. Name two federal agencies that issue licenses 
and describe the businesses they license, 

3. Identify and briefly describe three major federal 
laws enacted to protect competition among busi- 
nesses t 

4* Discuss the Magnusen-Moss Warranty Act, 
5* What roles must a business owner assume in 
managing federal * state and local taxes? 

Compare your answers to your reyponses zo the pre- 
assessment. You may want to check your postassess- 
ment answers with your instructor* 
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SELF-EVALUATION 

How well did you know tha information needed to do the 

activities? 

( ) Very well 

( ) Fairly well 

( ) A little 
Be honest with yourself* If you feci > ron-t xnow 
the material well enough^ it might be helpful ^^o leview 
this section before going on* 
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PREPARATION/ PART IL UNIT D 

ADAPTATION GOVERNMENT REGULATIONS 

AND SMALL BUSINESS 



\ ^ PREASSESSMENT 

' I . ' 

Here are some questions that test for knowledge of the contents 
of this level. = If you are very familiar with the information needed 
to answer them, perhaps you should go to another level or unit " check 
with your instructor. Otherwise, jo^ down your answers* After you've 
TCBad through this level, take the postassessmen4 at the end of the 
"Preparation/Adaj t/riJon Activities" section and measure what you've 
learnerf. 

1. What state laws do you think you will be required to 
foJlow in your business? j 
\ 2* Wliat steps or procedures will you have to follow in 

withholding and transmitting federal income taxes? 
3. Name four federal agencies and briefly describe their 



f unctions - 

4. What is the Magnusen-Moss "Truth-^in-Watrantles" Act 
of/ 1975? What is th*e difference between implied and 
expressed warranties? 

5, How would you set up a Human Resource Program for your 
firm? What rules and regulations would you have to 
follow? 
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TEACHING/LEARNING OBJECTIVES 

Upon completion of this level of instruction you should 
be able to: 

1. Discuss the various regulations that will affect 
your business operation* 

2. Identify and locate the closest offices of appropriate 
govarraBent agencies that can provide you with Informa-- 
tion on compliance with the various rules and regula- 
tions eohcerning your firm* 

3. Prepare a complete set of tax reports based on 
estimated data for your firm* 

4. Develop policies on how your builness will comply 
with federal rules* 
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/ 

SUBSTANTIVE INFORMATIpN 

PgORTANCE OF RULES MP REGU LATIONS 

The ComniBBion on Federal Paperwork esiwiated not 
tong ago that smatl buBinesBes spend an average 
of $3^000 a year eaah on regulatory paperwork. 
dyer the last 6 yeare^ the SBA has lent more than 
$44 million for aomplianae with the Oaaupational 
Safety and Health Aat^ and another $50 million 
for QOBtB impoBed by aonBumer-proteation regula-- 
tions^ 

(Fortune ^ November , 1977 * ) 

It has been said that one must be a lawyer to InterEra^ 
all of the rules and regulations* You=d~o^not necessarily need 
* to be a lawyer; however , you cannot plead ignorance. Ignorance 
is not an acceptable excuse in the eyes of the law. If you, 
as a business owner i are unable to Interpret rules and regu-- 
lationsj you should secure legal or governmental help. 

Regardless of the type of buslnesB you ownj there are 
laws and legal regulations to which yod^ business must conform, 
/It is Important to remember that these rules and regulations 
were created for a variety of reasons , including the following i 
Ip To protect citiEens from business practices 

belJeved to be harmful 
2* To protect employees' interests 

3, To protect, in general^ public health and safety 

4, To protect the right to organize 
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m SUPERVISES 
TIMS AND 
mUMTIONS? 



5, To protect competitors against other competitors 
who use unfair prices and practices 

6, To protect consumers from the sale of harmful Rcodsj 
from false advert ising and selling, and from busi- 
nesses that work together to keep prices high. 

Adminiitrative Agencies 
A variety of administrative agencies function at the 
fedaralj atatej and local levels* Often they supplement 
the work of regular goveriment eKecutive departments and 
relieve the courts and legislative bodies of much detail 
work. Their duties and powers vary widely * but the table 
below suggests the scope of their work. 



Federal Agency 
Nuclear Regulatory Coraiission 



Area of Supervision 

Nuclear energy devalopment 
for civilian and possible 
military uses 



Civil Aeronautics Board (CAB) Air transport 



Consumer Products Safety 
CoOTilsslon (CPSC) 

Envirotunental Protection 
Agency (EPA) 

Equal Employment Opportunity 
Comnission (EEOC) 



Fedetal Communications 
Commission (FCC) 

Federal Power Corosission 
(FPC) 

Federal Reserve Board (FRB) 
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Safety of products used 
by consumers 

Protection of the environ^ 
ment including pollution and 
waste disposal 

.* 

Enforcement of employment 
rights without regard to race, 
color, creed, national origin, 
or sex 

Radio , televls ion , telephone , 
and telegraph coiranunication 

Oil, gas, and electricity 
production and distribution 

Money and credit supply 
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Federal ^^ency 
Federal Trade CLinmission (FTC) 



Food and Drug Administration 
(FDAi 



Interstate Coimerce 
Coramisslon (ICC) 

National Labor Relations 
Board (NLRB) 

Occupational Safety and Health 
Review CoBuaisslon (OSHC) 

Securities and Exchange 
Conmisslon (SEC) 

Small Business Administration 
(SBA) 

Social Security AdTninlatratlon 



State Age ncy 



Area of Supervision 

Unfair competitions deceptive 
cbn^umer practices smonopoiy 

Purity of goods s drugs, 
and cosmetics, packaging 
and labeling 

Railroad^ truck, bus, and 
Inland waterway transportation 

Labor-management relatione 



Protection of employees on 
the job 

Issuance of securities and 
trading securities 

Aid to small business 



Old-age, survivors, disa^ 
billty and health insurance 

Area of Supervision 



Agricultural Price StablliEation Food production quotas and 

prices 



Alcoholic Beverage Control 
Public Utilities Coimnlssion 

Workers* Compensation Board 

County and City Agencies 
Airport Board 

Planning CoMlss^on 

/" 

Parks and Recreation Board 



Liquor licenses 

Public utilities firms 
regulations 

Damage awards for work- 
related injuries 



and deaths 



Area of Supervision 

Acquisition and operation 
of county airports 

Approval of land use and 
development 

Acquisition/operation of 
parks 



59 



74 



Part II, Unit D 
Government Regulations 
and Small Business 



IS 
mOLVEB 
N 

BONING 
LimNSE? 



County and City Agencies 

Air Pollution Control Board 

/ 

Library Board 

Public Baueing Authority 

Redevelopment Agency 



Transit Authorii 



School Board 



Area of Supervlelon 

Establlsb^ent/enf orcement of 
air purity standards 

Library operation 

Acquisition/operation of 
public housing projecti 

Condenmat ion /razing/ reiJevelop- 
mMt of slim and blighted 
areas 

Operations of local bus 
and rail transit systems 

Operation of public schools 
(Adapted from Appla-cd Business LaWj 1977, p» 79,) 

/ LICENSING 

Licensing usually means registering a business. Paying 

/ 

a fee to obtain the license is common. Sometimes an inspect 
tlcn of the business Is required. 

Many enterprlaes must be licensed by a local, state 
or federal agency before opening for business. State govern- 
ments restrict entry into various professions and types of 
businesses by requiring licenses. Additional regulations 
might be required of the business, such as yearly Inspection of 
the business by a state government agency or payment of an 
annual tax* 
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Licensing QontrolB diveQtly aff&at many small 
busimsses. The degree of rBgulation will vary^ 
depending upon the type and loaation of the enter- 
priae. If yoio' operations are intrastate you 
, wilt be aoncerned primarily with state and loaalj 
I roMer- than federal Uaerking. Among the businesses 
frequently sij?Jeat to state or loaal aontrol are 
r&tail food esta^lishnents^ drinking plaaes, barber 
shops ^ beauty shops ^ plmbing firms j and t^i 
oompanies. Most of the^sB are serviaing businesses . 
They are sub j eat to regulation for the prdteation 
of pi^lia health and morals^ 

Retail stores^ devoted emalusively to handUng 
merQhcmdise^ may not be retired to have a liaense 
but are subjeat to regulations suah as those 
dealing with fire^ safety^ and zoning restriotions • 

Most liaenaes require payments of fees md are 
usually issued on an annual sis. Ordinarily^ 
as a prerequisite to the ishuanae of a liaense^ 
a written appliaation is required, Statej 
muniaipal and aounty authorities should be 
^ aontraated for iaomplete information regarding 
UaenEing* ( Buslnass Principles and Management , 
1973, p. 617.) 



The following businesses are usually licensed ^ 

Restaurants and food-handling businesses 
Barber shops and beauty shops 
Cleaning and laundering establishments 
House--to-house peddlers and solicitors 
\ . General stores 

V , Liquor stores 

, Finance and lending institutions 
^ . Dealers and local distributors 

Transportation businesses 
■ Businesses operating in a :elgn state 
, Hotels and motels 
, / Insurance companies. 
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TITRUST LAWS 



In the Mericaft business system, competition is the 
cornerstone of our free enterprise eeonomy. The purpose of 
antitrust laws l^erally, laws directed against giant busi^ 
ness eomblnations —lis to preie^e the conditions necessary 
for eompatition and thus to protect our economic system itself. 

Businesses in th|B United States are under the protection 
of and are subject tol^the restraints of the federal antitrust 
laws* Legislated unde^ the "interstate comerce" power of 
Congress, these laws atfect virtually every business. Hardly 
any retail, sewice or j^nuf acturlng business is so small or 
local that federal antitrust laws do not apply t For example, 

antitrust laws have been applied against motion picture exhlbl- 

1 

tors, bowling alley proprietors, and garbage collectors. 

These laws are particularly Important to small buslneis 
owners who are often the beneficiaries of antitrust ^legislation. 
It is in the self -inter est of any business person, particularly 
small business Q\mera, to be familiar with and comply with 
antitrust laws. ^ 

An Antitrust Compliance Program 
As a small business ownir, you should consider developing , 
an antitrust compliance program* If you decide to do so, 
you should probably enlist the help of a lawyer. Legal 
counsel must be well, briefed concerning this particular 
facet of the company's business. 
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An antitruat compliance program normally has many compon- 
ents. The first component is the development of a company 
policy on antitrust. Such statements should indicate the rea- 
eons for co^lylng with antitrust law and the obvious types of 
vlolationB of antitrust law that should be avoided. The policy 
statement should receive wide circulation within the company 
to all appropriate personnel, 

Seconalyi the compliance program must contain some means 
of training personnel concerning the antitrust laws* Employees 
can only be expected to follow policies they understand* 

The third component of a good cQinpliance program includes 
the establishment of Internal company procedures to Implement 
the company antitrust policy. Company procedures concerning 
pricing, termination of dealers, marketing of new products ^ trade 
assohlation activities^ or refusals to deal should all be con- 
sidered when developing the policies. 

An additional component of antitrust compliance programs 
normally Includes a documencatlon system. Documents that supply 
information that aiititrust was duly considered In formulation 
of policies and in the decision-making procedures of the 
company should be developed. For example^ as the company 
develops its new pricing policies^ documents that indicate the 
rules of antitrust were considered in the formulation of the 
pricing policy should be prepared. Every effort to stay within 
the boundarlep of antitrust should be noted. The documents are 
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to be preserved for possible future defense Pi^inst charges of 
antitrust violationa, and could supply valuable evidence to 
convince a jury or court of the company's deslie to comply with 
antitrust laws. Such evidence is pertinent in establishing that 
no evil intent existed in the minds of company officials. 

The last eoi^onent of an antitrust compliance program 
would include periodic audits of exist ing company antitrust 
policies t educational programs , declslon-mking procedures and 
documentation systems* The changing aspects of the law and of 
company operations necessitate the periodic audit* The audit 
should determine whether the compliance components are effective 
and whether any modifications are necessary* 

Major ^tltrust Legislation . \ 
No matter what policies small firms establish to comply 
with antitrust laws, it is vitally important for you, the 
omier, to have an overview of the antitrust laws that are par- 
ticularly relevant to the small business firm. There are four 
principal antitrust ^ws in addition to a number of related 
federal statutes* The meaning of the statutes has been clari- 
fied and interpreted by numerous court decisions over the years* 

Sherman A c^ 

The chief antitrust statute, the Sherman Act of 1890, pro- 
hibits conspiracies and understandingi that unreasonably restrain 
trade. Some kind of Joint or concerted action between two or 
mora persons or companies must exist for Section 1 of the 
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Sherman Act to apply* Section 2 of the Act prohibits "monopo^ 
ligation or attempt to monopolize" any product line or geo- 
graphical area of commerGe, 

Clayton Act 

The Clayton Act of 1914 prohibits inergers and acquisitions 
which may substantially lessen competition in any line of com- 
merce, toother section makes it unlawful to sell coiranodlties 
on condition that the buyer will refuse to deal in the goods 
of competing sellers p Such "exclusive dealing'- arrangements . 
are illegal If they have the probability of substantially lessen- 
ing competition In any line of ^oimierce* 

Robindon-^Patipan Act 

The Robinson-Patman Act^ of 1936 generally restricts a 
seller from discriminating In price between buyers, . This Act 
also covers indirect discrimination by the unequal allocation 
of allowances for pxomotlonal services. 

To determine whether a Robinson'-Patnian violation has 
occurred, one should ask whether the company has made sales: 

1, At different prices 

2, Within a reasonable contemporary time-period 
(this may vary depanding upon the cQmpetitlve 
market I six months Is a good rule of thumb) 

3, In interstate coiranerce (howev« price discrimi- 
nation occurring totally intrastate may violate 
state lawrt 
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Of products of like grade and quality (no 
sipiificant difference from a coOTiercial stand- 



point) 



5, To customers wbere injury to competition at 
the seller ^ buyer or sub-buyer level will 
probably result* 

If any of the above criteria are present, the price differ 



be "cost-justlfiad" on the basip of cost savings realized by 



the favored customer. Of course, if the price change ocfiurs 
because of changes in the market or the marketability of the 
goods, no violation occurs* 

(Adapted from Journal of SimII Business Management , - October 1977, 
pp, 10-16*) 

The Federal Trade Comlss ion Act 

The Federal Trade Comnlsslon Act of 1914 created the 
Federal Trade CoTOlssioni an administrative body of experts 
delegated to determine and prohibit "unfair methods of compe- 
tition." The Commission can determine that anything that 
violates one of the federal antitrust laws is also illegal under 
the Federal Trade ConOTlsslon (FTC) Act. The Commission is 
al^ smpowered to find anything which violates the spirit. 




the seller in lt# sale and delivery eKpenses in dealing with 
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although not the letter , of the federal antitrust laws 
unlawful under the FTC Act. For eKample, the Robinson^Patman 
Act mkkes a buyer llaHle for inducing discriminatory prices, 
but not discriminatory advertising allowances* The CoTiimission, 
nevertheless^ has successfully established the latter practice 
as unlawful under the FTC Act. The Commission's duties also 
include prohibition of false and misleading material in 
advertising, warranties and promotional activities. In shorty 
the Coronisslon's responsibilities include attacking most types 
of unethical business conduct. However i under jtM FTC Act 
the Conmission's enforcement is limited. to a "cease and desist" 
order. 

State La\vs * f 

Many states have enacted their own antitrust laws. State 

\ 

antitrust laws vary considerably. However j in spite 



of tie 



differences, the practices prohibited at the state level are 
comparable to those covered under federal law. Investigate 
your utate antitrust laws, since they may have a specific 
prohibition of some practice or a rule of interpr Cation differ- 
ing from the federal . (Adapted Trom Journal of Small Business 
Man agement , October 1977, p. 18) 

CONSUI^.R PROTECTION REGULATIONS 
Consumer Credit 



If you operate a small busineas that issues consumer 
credits there are. several federal rules and regulations with 
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WHAT ARE IMPL I W 
AND EXPRESff 
WARRANTIES? 



which you Tnust comply. The Truth-in-LeTiding Act 
is one of these laws. You must be sure to inform your custom- 
ers of the exact terms of the credit you are extending and 
what procedures they are to ,^ llow 1^ they wish t., \nquire 
about their bill. The following two pages show the type of 
iptification a major creditor sends to its customers to com^ 
: f with the Truth-in-Lending Act, If you participate in 
major credit plans, such as Master Charge or Visa, you should 
b- sure that they are notifying their customers properly. If 
you extend your own cxedit, make sure that you are providing 
the proper notification required by the Truth^in-Lending Act, 

Warranty Protection 

In a l&gat sensB^ all produats aopry a rrAnirmm 
warranty J emc&pt under a&rtain Qonditions imolving 
warranty disataim&re. Th&se warranties are either 
impUed or empress, The implied warranty is from 
the aomon law^ merely wnrrants that the produat 
mil perform the funation i^ iu designed for, with 
no a&mranae of how well or how long. Empress ^ 
warranties J on the other imnd, normally are mitten 
exprB&sions of the post^ia^ahase responsiHlities 
of both parties imJolved in the transaation. 

Expre&s warranties are alassifled as being either 
proteative or promotional. A protective warranty^ 
as its wne implies^ provides protection for the 
seller against unreasonable alaims by the purahaser 
by limiting the seller responsibilities toward ^ 
the Uiyer, Fhey are aomnonly used in the marketing 
of durable goods^ beaause these produats^ whiah 
tend to be aonplex in design aM expensive, have 
a greater likelihood of wide variations in per- 
fopmanae than nondurable goods. Moreover/ the 
gromng inalination of the pAlia to resort to 
the aourts to aorreat peraeived produat defiaienaies 
of durable produats has made sellers more likely to 
use the warranty an a proteative deviee^ and reduQB 
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Michigan Bankard™ Visa® Terms and Conditions 

(If joint account, read singutar pronouns m the piuraLj 
t igrfie with Michigan National BanK ("Sank") as lollows: 

CUSTOMER PAYMENT SCHiDUL£--TRUTH IN LENDING ACT DISCLOSURE 

1. A FINANCE CHARGE wil! bj addfd to my account: 

(aj On a Bankline*^ purchase of a Cash Advance (including the use of a Mich tpn BanN a^d_VlSA chgck ), evnn if I pay 
the tntire "new balance" by the "payment due date" shown on my monthly billing statemani on which such a 
transaction first appears. 

(b) On all other charges, unless I p^ytha entire "new balance" by the "payrnefit due date" shown an my monlhly billing 
statement on which such charps first appear, in which case, no FINANCE CHARGE will be added for such other 
charges. 

Whaneverj FINANCE CHARGE is aaded^tq my acceunt ft will be at a periodic rate of 1,5% a month (an ANNUAL 
PERCENTAGE RATE of 18%), and it will be added for a time period beginning the day that the iransaction(sj subject to 
a FINANCE CHARGE posted to my account. 

2. The amount of the FINANCE CHARGE 'S figured by multiplying the per^ jic rate by the "a^'erar^ dnily hstrinrp " Thf» 
"average daily balance" is computed by adding up the outstandmg daily balances m mv account during the time penod 

T v^hich 5 FINANCE CHARGE is being imposed for: (a) Bankime purchnsc-s, (b) Cash Ad v a n c e s | i n c I u_d i n g_[ v1 1 c h i £a n 
^jnkard VISA ch ecK transactiofis l. and (c) Amounts owed for all Dther charges rellected as "new credit purcna^es in 
any prior billing statement, for whicn I did not pay the "new balance" in full as described in Parapraph 1 (b) abov^ This 
sum is then divided by the number of days m the billing cycle, and the result is the "averge daily balance ' 

3. The "new balance" on the billing statement is the total of the "previous balance" together with amounts advanced for 
Bankline purchases, cash advances j mcluding Michigan Bankyd VI SA checks ), and "new credit ourchases," less pay- 
ments and credits posted to the account, plus the imposed FINANCE CHARGE. 

4. The minimum monthly payment required is determined by the "new balance" on my montf.lj iiti*nig statement m 
iccordance with the following schedule: 

Amount of Minimum Amourit of Minimum 

'*NiW Balinci" Monthly Payment "New Balance" Monthly Payment 

If undor $10 Pay amount of the *'new balance" From $1,000 up to $1,499 $ 50.00* 

From $10 up lo $299 ^ $10.00* From $1,500 up to $1,999 S 75.00* 

From $300 up to $449 $15.00* From $2,000 up to $3,499 $100.00* 

From $450 up to $649 $20.00* If over $3,500 3% of "new balance"* 

From $650 up to S999 $30.00* 
*P!ui imounts past due and amnunts overlimit (excluding Bankllnej 

5. If my account has a credit balance and has no activity for two (2) years, Bank may then charge a handling fee of One 
Dollar ($T00j per month tu my account: (a) until the credit balance is gone: (b) I request a refund of any remainder; or 

(c) more credit is extended; whichevRr happens first, . 

CUSTOMER AGREEMENT 

6. To pay Bank the amounts charged to my account, including FINANCE CHARGES according to the aoove payment 
schedule. Each, monthly billing statement wil! be considered a Correct statement of the account mku I establish a 
billirig error under the provisions of the Federal Truth In Lending Act. 

7. To give Bank prompt notice if I lose my card; ^ \ 

8. That the card may be cancelled by Bank at any time; 

9. To surfender the card upon demand of Bnnk; 

10. To waive and release Bank from all defenses, rights and claims I may have apinst any perscn or company honormR this 
c^ J or not permittini a charge, except where such rigHts cannot be waived as under the Fair Credit Billing Act. (See 
rtverse side) 

11. That if I do not perform any of the 'erms of this Agreement, the Bank inay declare my entire unpaid balance immedi' 
ately due and payable: 

12. That this Agrefiment is cdntrolled by Michigan law; v 

13. That only certain' goods approved by Bank will be available for a Bankime purchase from coor^erating merrhinis' 

14. To keep the balance on my accnunt within the credil limit ret by Bank, 

15. That transactions occurnnr: outside of the United States, when posted to my account in U S dolla ri ni^y be more or less 
in U.S. dollar amount than when I ii^de the charge, due to changes in the foreign exchange rale; 

16. That Bank h^^s the option to change the terms of this Agreement to take effect 15 days after a wnttun notice of the change 
is sent to me; and \ 

17. That I may cancel this A=:rt^oment with Bank at any tmie by noMym^ Bank m writing and roturnnm my card(s). I shall 
remain obhptod to Bank for all charnns nt'ide nrmr tn surh cancullaticn, and the Bank may declare my balance due and 
payable fnp ?hrr w.th all ippinMb!.* FINANCE CHARGES. 

NOTICE: Si^ reverse side (or importint inlGrmation regardjng yoijr righls to dispute billing errors. 
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In Case of Errors or rnquiries About Your Bill 



Thf Fidtral Truth in Linding Act fiquiris prompt correction of billing mistakes. 

1. If you want to presarve your rights under the Act. here's what to do if you think your biii is wrong or if you need 
mori informition about an item on your bill: 

a. Do not write on the bill On a sepirate sheet of paper write (you may telephone your inquiry but doing so will 
not prisirvf your rights under this law) the following: 

I Your nimt and account numbir (if any). 

k A description of the error and in explanation (to the extent you can ixplain) why you believe it is an error. 
If H >^ only need more information, explain the item you are not sure about and, if you wish, ask for evidence of 

thtf e^^^rgi such as a copy of the charge slip. Do not send in your copy of a sales slip or other document unless you 

have I dur'icate copy tor your records, 
til Itv: dollar amount of the suspected error. 

Any other informdtion (such as your address) which yo^think will help the Bank to identify you or the reason 

for your complaint or inquiry. It will be helpful to include the Reference Number for the disputed items as shown on 

the bill. 

b. Send your billing mi'^i notice to the address on your bill which is listed after the words: ''Send Inquiriesto:'' 

Mail it as soon as you can, t^ut in any case, early enouih to reach the Bank within 60 days after the bill was 
mailed to you. If you have authorized your bank to automatically pay from your checking or savings account any 
credit card bills from that bank, you can stop or reverse piyment on any amount you thin! is wrong by mailing your 
notice so the Bank receives it within 16 days after the bill was sent to you. However, you do not have to meet this 16^ 
day deadline to get the Bank to investigate your billing error claim. 

2* The Bank must acknowlidge all letters pointing out possible errors within 30 days of receipt, unless the Bank is 
abli to correct your bill dyringthat 30 days. Within 90 days after receiving your letter, the Bank must either correct 
thi error or explain why tht Bank belisvis the bill was correct Once the Bank has explained the bill, tiie Bank has 
no further obligation to you aven though you still believe that there is an error, except as provided in paragfdph 5 
balow. 

3. After Bank has been notified, neither the Bank nor an attorney nor a collection agency may send you 
colliction (attars or take other collection action with respect b the amount in dispute; but penodic statements may 
bi lint to you, and the disputed amount can be applied against your credit limit. You cannot be threatened with 
damap to your credit rating or sued for the amount in question, nor can the disputed amount be reported to a 
cridit^buriau or to other creditors as delinquent until the-Bank has answered your inquiry. Howmr, you ff ^nain 
obltgitid td pay the parts of your bill not in dispute. 

4. If it is determined that the Bank has made a mistc a on your bill, you will not have to pay any finance charges on 
any disputed amount If it turns out that the San k has not made an error, you may have to pay finance charges on 
thi amount in dispute, and you will have to make up any missed niniriium or required payments on the disputed 
amount Unless you i»ave agreed that your bill was correct the must send you a written notification of what 
you owe; and if it is determined that the Bank did mike a mistaf . billing the disputed amount, you must be gi^en 
the time to pay which you normally are given to pay undisputed imounts before any more finance charges or late 
payment charges on the disputed amount can be charged to you. 

5. If the Bank's explanation does not satisfy you ynd you notify the Bank in writing within 10 days after you 
ricaive its explanation that you still refuse to pay the disputed amount, the Banl^ ay report you to credit bureaus 
and other creditors arrd^msy pursue regular collection procedures. But the Bani. ust also report that you think 
you do not owe the money, and the Bank must let you know to whom such reports were made. Once the matter has 
been settled between you and the Bank, the Bank must notify those to wnom the Bank reported you as delinquent 
of the subsequent resolution. 

6. If the Bank does not follow these ru as, the Bank is not allowed to collect the first $50 of the disputed amount 
and finanne charges, even if the bill turns out to be correct 

7. !f you have a probleRj with property or services purchased with a credit card, you may have the right not to pay 
the remaining amount due on them, if you first try in good faith to return them or give the merchant a cnince to 
correct the problem. There are two limitations on this right; 

a. You must have bought them in your home state, or if not within your home state, within 100 miles of your 
current mailing address; and 

b. The purchase price must have been more than $50. 

However, these limitations do not apply if the merchant is owned or operated by the Bank, or if the Bank mailed 
you thi advirtisement for ihe property or sarvices. 
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aonBisteyit uith tha nafntt^>ia>icc of a faV02''arlK 

Warrmiti^Q often Jiavr het:n ai^a^jejaftill^y i^nc:- 
promotional^ toolG, T'iijre arc 'vani* ^xcunplra i^f 
tliis. 't:arttaularlu iy: tlic >i(vj and used aav r-i^'^ 
rmss. Voikswagon^ for (^ajcu'^rte^ sm^ei' ^^mr:? 
ago based an entire promotia?- aampaign ^..s ^^ta 
'O'M&r^B SGaiivity Blanket^ ' '.ihian ^mb a rc-a^ 

wcirrantiaQ are moBt ef^cati'^rlir :^aad aa rron;c= 
Honal tccla in aonrc v: -:^:r^c"- :k 
there is Jtigh^ aanaiumj'^!^^:'rceived risK, 7nc 
strategij in snah .siitnat'^ onr to anshrm a 
lai'gei part of the reaponail' ' Jdvy for prodiic^ 
V 07'^ fornia.na& ^ after Bale, and tJiUB rodnae tti^ 
aiistomer^s unaertain^'ij ^ hvt at the Bome lyime 
avoid raising the oot^t of vroduction and d%n- 
tributi-on above aorrrpotttive IovoIb, 
f Journal of 5inall_ Business Management , 1977, 

If you are going to open a manufacturing firm you will 
be eHpecially interested in the Magnusen-Moss "'Truth'-in- 
Warranties'' Act (1975) . These rules are designed to "improve 
the adequacy of information available to the consumer, prevent 
deception, and improve competition in the marketing of con-- 
sumer products*'' The Magnusen-Moss Warranty - Federal Trade 
Commission improvement Act does not require that manufacturers 
offer warranties, but instead sets standards for those who do. 

The ma&t important proviBion of the baaia law, fr'm 
the buBinesBparson^s point of view^ is the diBtinati-m 
between 'full' and 'limited- warrnnty, ThtB 
r diffBrenoe pertains to all aonsimer products aostinn 
" ten daltarQ or more at y^atail liWel and having a 
written warraniif . The Bpeoifinar':on3 for the 
^limited' Wa2'^ranty are the Btandard requirmientB 
for any warrcjnty aoverages and relotQ ahiefly to 
cm explanation of respansibilitu^ plus the proviBion 
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of other atandco'd data, suoh as J. ^Leop identifiaatvon 
of the nones and addresaes of the tjarrmiope . There 
is no requirement that the waa-rantor perform ot" 
specific service, only that he/she alearly sta 
what service he/ she intmds to perform. The on^j 
tmusual proviaion of ths limited warranty is that 
the warrantor may provide an information dtepute- 
aettlement procedure, which the purchaaer is 
sncouraged to use before resorting to legal remedzes. 

How does thia affect the small businesBperson? The 
short-term effcota of the law may work to his/her 
advar.tage in several waye. The mall hminesB- 
owner often has fewer financial resouraea than 
his/her larger competitor, and is therefore some- 
times not as Q.,l& uu accept risk. Sinae the ue-^ of 
the 'full' warranty deaignation appears tn imwlve 
aonspderable risk, the small businesaperson may be 
mcdte t'O gmble by offering such a warranty when 
his/her larger competitor, with more resources, _ 
would be in a stronger position 'o aaaept the risk. 
The 'Other -uonaiderotion has to do with- HBk^- hut - _ 
in a different wm^ In certain aategories of ahopping 
aoods, buyers may tend to view products offered by 
mall business as inherently more risky than nroduots 
offered by larger buainesaea. One way thta p..r- 
o'eiued risk am be overcome is by strong warranty 
and guaranteed poliaies. In the short run, the new 
im nay inhibit the offering of atrong warranti-ea 
and guarantees, and- thus deprive the amall buszneas- 
person of some of the advantages- of thzf markettng 
tool. - 

It is esa&ntial that small businesses understand 
the impact of the warvanty legislation and the FTC 
rules. Them require compliance with a number of 
instruatiana, and the small business whose omer/ 
n-anager fails to understand them or take action 
might be being faaed with legal aation both by the 
govevmnent and by consumers. (Adnptcd Frnm Jour nal 
of Small Buslncaa ManaRement , 1977, pp. 23 and 26.) 
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MAT IS THE 
FEDERAL FOOD 
AW DRUG 



Federal Fooc and Drug Adminlstr^Lion 
The Federal Food and Drug Administration (FDA) is an 
Important government agency. The FDA consists of five bureaus' 
ADMINISTRATIC''? Bureau of Foods, Bureau of Drugs, Bureau of Veterinary Medl = 

cine. Bureau oi Radiological Health, and Bureau of Biologies, 
plus an Office of Medical Devices. 

^he FDA is responsible for regulating all foods, exr.^pt 
for red Tneat&^ poultrv, and eggs, ^hich are the Drimary re- 
sponsibility of the Departmeii l Agr icul tu r^:: , All colnring 
ingredients in cosmetics must be proved safe by the ^ ..njfac-- 
turers and certified by FDA, In addition^ rhe FDA is requlr^/' 
to apprDva the safety and effectiveness of medicines sold in 
the United States, whether intended for use :n aniTnals or by 
humans . 



h/HAT HUMAN 
RESOURCE PRO- 



H ITMAN RHS QURCE CONSIDERATIONS 
If you plan to hlro employees, federal and state regula-- 
tions will affect atiy human resource programs you develop* 



GRAMS SHOULD BE This legislation is dasigned to provide safety, equality and 



DEVELOPED? 

WHAT IS THE 
OCCUPATIONAL 
SAFETY AllD 
HEALTH 

ADMINISTRATION? 



fair wages for human resouicas* 

Federa_l LggAMij t ^ 
Occupational Safe t y and Healt h Ad minx -Stjatlon (OSHA) 

The Williams Steiger Occupational Safety and Health Act 
of 1970, which took affect on >pril 28, 19^' - , has already had 
major impact on M^erican businesses. 
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The OQaiipatiofial Safety md Health Aat of 1970 is 
intendsd to assui^e^ so far as possible, safe and 
h&althful working aonditiom to 57 milUDn Ameriaan 
Qir^loyms. It does so by requiring employ biw to aomply 
with safety and health standm^ds aoVBriyig aondvtions 
and operations in the workplaGe^ md to maintain tha 
workplaae free fi-om reaogniBed haBarda when ?io stmtdmxL 
is appUaable to the situation. T}w Aat governs working 
aonditions for the majority of employees in th'^ United 
States^ emaluding only some state and muniaipal^ ^ 
gmplayecQ and these worT^:tng in indui^tHea for which 
federa' agenaies other than the Oaaiwational Safety and 
Health Administration presariha health and safety 
aonditions for employees. 

The Act is applicable in the 50 states^ the Distriat 
of Colimibia/ the Canmomealth of Puerto Hiao, tiie 
Virata Islmds, Ameriaan Smoa, Gumh the Triu3t 
Temn^tory of the FaQifia Islands^ Wake Island, Outer 
Continental Shelf Lands, Johnston Island, and the 
Canal Zone, The Searetary of Interio.^ has issued 
requlations vesting juriadiation for enforaemMnt of the 
Aat in the High Courts of Ameriaan Samoa and the Trust 
Territory of the Paaifia Islands. 

If your business is in one of the foliating states, it 
is Bidjjeat to state job safety and healtn h^JS and not 
the federal, Alaska, Arizona, California, Hmjaii, 
IndLona, latja, Kentuaky, Maryland, Miahigan, Minnesota 
Nevada/ New M&mico, North Carolina, Oregon, Puerto R^ao, 
South Caroli7ia_. Tennessee, Utah, Vewiont. Virginia, 
Virgin Mmds, Washington, and Wyoming, mployers m 
states without approved plans are subjmt . nly to the 
federal joh safety and health lm)s, eaaept for 
amditionB whiah ^tke state regulates a-. I OSHA does not. 
Etevator and hoiler inspections, fo^' a:smpl^^ 
usuallv provided for by state Im) I t?. ^ 3UifS are 
not Q0Ve2^ad by OSH/. 

The Aat p rovides for vnUuizaiy part 'aipat^ai: by the 
states iri the' jab' safety and health field. Any state 
may siSmit a plan to CJiiA for approv which details a 
progrm foi* assmiing and maintaining juHsdiaation over 
the safety and health of workplaaes wiihin the state. 
Certain key provistont; must be inocrporated into these 
"state olarLS," such as a rvdquiremcnt for adoption of 
health and safety smidards, while other features are 
optional. But the plan md its operation must be 
''as effeative .5'' the federal OSHA progran in order to 
sefiur^ and maintain opeiating approvqt^ 
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In pmatia^^ most a: hat^p taken -nhn f^jn-UcK- i^^vj m 

mmt the ^'as effect ive as^' nr^^r irwaaf:^ I by th^- A-it: 
they have adapts Ims and atanda^'^^s i:ientio7l fJi^- 
fsdemi offia^, Tlie Bimnarif^a n/ Jaih: atat,^- Job 
and h^al''-^ plan in th^ Stati^ Ptafi DiuinLnn C of th.^' 
regional OSHA offiaf?) nat^' th^ diffc^^Ken^^a, 'f auu , 
from The fedeinl vatt^r>i^ and pvovid^,- other ^^^'hrnarinn 
p^auHai' to eaah stata. Furth^riior^ , empZo^oiv^ ir^ 
approved-plan atat^s nor::ethe7.\-n i^ub/':--^^ ' :rp-!j 
OSHA jiadsdiatinn ui GOine ai'^eas, 

Enfarmment of the Ar^t. Enfni'arn^mt jj^ r/^: ur:ptiTh:}''^^ 
obltgatia>w is Taaompliidh^d thpour/n workDlaa^^ f}inrc:^' b^'^r 
by OSHA aomvlianae offiaHi'n. Tn^p^ 'jtiow a>v' >ir'!v:.7rh^ 
a07^duated diirh-j vegular working h.urs without miD^mo^i 
nottoc, Xf ^■TrZo:/ar obbujta no r:.';.: bwpo -nf^o^^ 
aomplianae officer must obtain an inspeation wari'ant^ 
which aompels ^'^^ employ a r to poinnit entiy , OSHA rmy 
obtain the wm x without the ornp'Loy^r'B hiowledge^ 
BO a Qornplianoe offiasy^ arriving at a worksite may 
already passBm the wars^ant, Wrwre violations of the 
j^,ct^ standaixis or re^ulationa arc^ founds uitations a/v5 
issued and penalties proposed. ' 
(CCH OSHA Gompllanca Gu ide, 1977, pp 1009-1013.) 

StandardB. In aarrying out its duties under the Aat^ 

OSHA is responsible for promulgating legally enforaeable 

standards , OSHA standards may require aonditions^ or 

tlie adoption or use of one or tnore practiacs ^ means^ 

methodB or processes reasonc^ly necessary or appropriata 

to protect workers on the job. It is the employers' 

reBponsibiiity to ^ ecome fmiliar with the standards 

appLiaable to their establishments arid to assui^o that 

employees have and use personal prote^Lve g^-^ur and 

equipment required for safet^j. Even in cases wher^^ 

OSHA has not prorpulgated spacifia standards . ernploiwrs 

are responsible for following the intent of the Aot's 

general duty eZau*ia. ^^^^ 

OSHA stmdards fal^^ into three major categories — 
General Industi^^ Maritime and Constmation. Free 
single copies of eaoh category may be obtained from 
the OSHA offiae nearest you. The Federal Re gister is 
one of the best souraed of rnfoprvation on standards^ 
^vvie all OSHA stu.Ma7'ds are publishj^d in tJia FBderal 
Hec^ister when they are adovted^ as are alt other 
miendmentdj coi^reationn^ inB^rtions^ or deiezions. 



Part II, Unit D 

GDvemment Regulatio 
and Small Business 



ThB FMd&ral Register is m^aitdbU in mamj piMia 
libr^&B. Annual eiwsaripHons ore availabU from 
the Sup&rintmdent of Doawn&nta^ U, S, Govsrmmt 
Fvinting Offiae, Washington^ D.C. 2Q4Q2, 
(All About OSH A, April 1976, pp, ^-9 .) 

Small BuBinesQ. Employers u^. th no mare thrnt tm ^ 
Bmploy&eB ^e emmnpted from, most OSHA rsaoi^dkeBping 
requir&ment&. Conyress in the Fisaal 1980 4pp2^0D- 
viations Aat gmmpted from inspeatio7i employere 
tm or fsw&r Qmployees in industriss with three-diatt 
Standard InAistrial Classifiaation injury/illmss ^ rates 
of less thaa% seven per lOO employees, Hawepe2% the 
exemption doGS not apply to any employer withzn the 
aatsgo^ whiah is mgiged in aativity involving very 
substantial, ooaupati.. al has.^ds. It is inappliadble 
to situaMons involving mnptoyee aamplaints^ ijminmt 
dmger^ health hazards^ aacidents resulting in a 
fatality or hospitalization^ or disariminatian aomplaints , 
It does not apply to requested aonsultation^ teahniaal 
assiBtcmeej eduaational and training servioBSj or 
surveys cmd studies* 

Getting an SB A Loan. Loans for small businesses iMah 
would suffer substmtial eaonomiu injury in aomplying 
with OSHA stmdards are availci^le f^^m the Small business 
AMnist^-ttion. The Act provides for Small Business 
Administi'.':ion loans to help employers aome into 
aomlimae the standards of fsderal OSHA and 

approv&d plan states. From the. Aat's ina&ption in 1971 
through Marah 1977^ the Si mde 164 separate OSHA 
aorrplim^ae loans totalling ^uer $43 million. These 
Loans rmged from individual mounts of $4^500 to $2,4 
million. 

In 1976^ OSHA pMished a booklet (SB A Loans for OSHA 
Complian ae^ OSHA Progrms and Paliay Series 2005) 
providing basia infomation to the small busiyiess 
employer 07t hM to apply for an SB A OSHA aomplianae 
loan, 

(CCH OSHA Compllancs Gu^da , 1977, p. 1013 J 
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Affi rm ative Ac t ion 

MAT ABOUT /^r the yearSj legislation dealing with affirmacive 

AFFIMATH^ action has come a long way, 

ACTIOil? The early ttsgislation iJi::h rtjspv:at cqujil ^::r :rnini::i^ 

and amploymBnt disariminattan was v.ii^a^d i): tk-.: Jj-iO'^ 
cmd 2980^0. HaiMVer, it wa& rot 'oiHl the .-lyiy V^^n^c 
that the signifiaant hms w^re enacted. The /■ipui- 
major piece of legislation Ms the Eaual Pa if Aat of 
1363 whiah required all c^iployers Bubjcjt to the 
Fair Labor Standards Aat to provide t^qual pay fni^ >: 
cmd Women performing similar work. In 2064 tJu: 
RightB Aat was passed^ mid one of its major pravi^ Icne 

Title VII. This prohibits dieermino'- ion ie^jo'^oe 
of raoei aolar^ iHBligionj sex^ or national origin i), 
all employment praaticesy ^Lnatuding hiring^ firing^ 
pj^omotion^ aompensation arid other uerms^ privilegeu 
and aonditions of employment. The m^xt major Btatnta - 
was the Age Disarimiriation in Em ptoyment Aat of 7967^ 
i- whiah pi^ohibits employ era of 25 or moi^e persons fi^om 

disarimdnatiftg again&t persons 40 to 65 in any area 
of employment hecan&e of age. 

In 1972^ the Equal Employment Opportunity Aot^^ which 
miended the Ctvit Rights Aat of 1964^ was passed. 
This aat grelll^y strengthened the powers and e:jcpa/ided 
the Ji4riBdia ion of the Equal Employment Opportunitif 
Cormissi on (EECC) in enforaement of th^s law. 4q 
amende'd/ Title VII ?%aw covers (1) all private employers 
of 25 or mo2^^. persons^ (2) all publia nnd private 
eduaational institutions^ (3) state and loaal govern- 
ments^ (4) pubiia and private emptoyme^it agenaies^ 
(B) labor imions 'ith 15 or more members^ mid (6) 
Joint Idbor-management aormittees for G:forentiae&hip 

and. trainina, (Journa l of Small Busi ness Ifanagament^ 
1977, p. ij 



Below* in outline forms aru a set ^ ba^ c stepo you, the 
small business owner, can follow to develop an affirmative 
acti'in prp^ram: 

!• Issn,e a written equal employTnent policy and an affirma^ 
tive accion commtment . 
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Assign responsibility and authority to someone in 
the firm to direct and implement your program. 
Publicize your policy and affirmative actior coximii ce- 
ment , 

A, ^.itcrnally: to managers, superviscrs, all 
employees s and unions. 

B. Externally^ to sources and potential source= 
of recruitment 5 potential minority and female 
applicants, to thDse with whoiii you do business, 
and to the community at large. 

If you have an existing business, survey pre anu 
minorify and female employment by department and job 
classification, DetBrmine extent of minority /female 
employment . 

Develop goals an^ timetables to improve utilization of 
minorities, males j and females in each area where 
underucili^ation has been identified. 
Develop and implemeit specific programs to achieve 
goals. Thif is the heart of your program. Review your 
entire employment system to identify barriers to equal " 
employment opportunity, and maka needed changes to in- 
crease employment and advancerint opportunities* 
Establish a system to monitor and evaluate the program- s 
progress* (Adapted from the Journ al of Small usine"ss 
Manag ement , 1977- pp* 3^4,) 
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Minimum wage Laws 

WHAT ABOUT New minimum wage increases approvt: by Congrass an.,: signed 

MINIMUM intc law by President Carter are estimated to coat buaiaesses 

WAGE LAW3? $23.5 billion. 

Many small businesses are against this law. Some believe 
the wase 1 zrease leaves them with few choices. They must pass 
on the Increase to the consumers j get rid of employees^ or ab= 
sorb the loss themsel /es . Most small businesses will probably 
use a combination of a^l three methods to cope with tl;e re- 
quirements . 

Provisions of the new mi'.iimum wage law are to: 

- Raise le minimum w.^ga from $2.30 to $2,65 on 
January 1, 1978. The minimum wage 1^ to Increase to 
$2.90 on January 1, 1979s 1^*10 on January 1, 1980* 
and $3i35 on Januar . 1981. 

- Obligate employers to pay gher base salaries 
to workers who earn tips by reducing the size of "tip 
crpdit" (the practice of permitting employers to offset 
tip earnings again S' d portion of the minimum wage) , 
The reduction goes from 50% to 45% in 1979, and to 

hO% in 1980. 
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- Increase the small .usiness axamptipn limits 
which apply to most retail and SGrvice businesses 
from $250,000 in annual sales to $275,000 on July 1, 
1978, to $325,000 on July 1, 1980, and to $362,600 
on December 31, 1981, 



part-time jobs at 85% of the minimun wage, 
(Adapted from NatlonaJ^ Federation of Independent 
Business Mandate ^ December 1977, p. 1*) 

Stat e Prograins 

WHAT ABOUT Human rasource legislatiou varies from state to state, 

STATE PROGPAMS? Otate employee relations or human resource departments are 

responsible for enforning labor and industrial safety laws 
These agencies ara also responsible for enforcing state 
minimum wage requirements* Look to your local telephone 
directory for help in locating the state agency that can 
provide services and Infortnation you need, 

TMES 

^AT ABOUT ^or many small businees. 3s, taxes" is a scare word. Some 

TAXES? small entrepreneurs are frightened by thd paperwork and zha 

records they are required to keep. You will not be ready co 
start your business , however, until you ha - bacome generally 
familiar with the kinds of taxes you must pay and tax laws 
and regulations concerning your particular Ljusiness, 

Your buainess will be subject to federal, state, and 
local taxes. Among the federa] taxes for which you may be 
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liable are social security t:iKes (sharad by you* as employer, 

and your ^mplcye is) , excise taxes, and federal i^.ccma tax. 

From your employees' wages you must deduct- tneir share 
of the Survivor- s, hospital, and medical insuran^^e 

taxes. AlsOj you nust withhold an amounc from chair wages for 
payTnents of th ^ i^di^'^■■:.i_ federal incline x end, where 
required, state and local income taxes. 

Most states and some local governments require that 
busine-'^is pay taxes on corporate income ^ property and wages. 
Be sure to know what your obliga ion?^ are and follov; procedures 
for fulfilling them. 



WAT ARE THE 
HOLES OF AT! 
ENTHEPRENEUH 
IN FAYING 
TAXES?. 



WHAT INFOHMATION 
IS REQUlRE^ " 



Fa^.L. lllng Ta x Obligatio ns 
As the owner/manager of a small business, you play two 
roles in managing taxes- In one rolej you are a debtor. In 
the other rolaj you are an agent. In the role of debtor, you 
are liable for various taxes and pay them as part of your 
business obligations. In the role of agent, you collect various 
traxes and pass the funds on to the appropriate governmental 
agency . 

I n f Q r ma^l cm Reg u l r^e^ 

Before hiring any employees, you should go to the local 
office of the Director of IntL.nal Revenue Service (IRS) for 
informati m about your federal ■ Igations. An excellent 
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WHAT ABOUT 

WITHHOLDING 

TAXES? 



booklet to obtain from the XHS office is Tax Guides for Small 



Business . Also, contact the appropriate government agencies 
for additional information. 

One of the first items you must obtain as an employer 
Is an Employer Identification Number* This number is re- 
quired on all employinent and business tax returns* By filing 
an application with the internal Revenue Service, you can 
obtain your number. Be sure to request from the IRS office 
a set of tax information materials entitled , "Mr* Businessman's 
Kit." This kit includes tax information that will be very 
useful to you in operating your business. 

A copy of the SEA Small ^^arketer^s Aid No, 144, Getting 
the Facts for Income Tax Reporting^ will also be useful to you 
as you review your tax responsibilities. 
Withholding Taxes 

Income Taxes . As an employers you are res;- -Lble for 
withholding federal Income tax from each employee's wages. 
You are then responsible for sending these withholdings to 
the government periodically. 

Whenever you hire an employee, you must be sure he/she 
prepares a form W=4 "Employees Withholding Allowance Certifi- 
_cata^— -~-0n- thi-b~^f o"rm7"^re informs you of the number 

of exemptions to be claimed. This form gives you, the em-^ 
pXoyer, the opportunity to withhold income tax in accordance 
with the withholding tables distributed by the Internal Revenue 
Service, The manual, Employer's Tax Guide, prepared by 
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the IRS, includes tables that tell you how much you must 
deduct (withhold) from the employee ^s salary* 

Be sure each employee's W-4 is up^to-dataj and the 
exemptions he or she wants to claim are correct. It is nor- 
mally good practice at the beginning of each year to ask your 
employees to prepare a new 

Social Security Taxes . Employers must also withhold 
Social Security taxes. You, the employer, must match tht 
eraployees' contribution by paying an amount equal to that 
withheld from their salaries. 

If you decide to use Social Security for your own re- 
tirement, you will need to pay the tax yourself. 

Remitting Taxes 

How do entrepreneurs remit the income and Social Security 
taxes withheld? Remitting the funds involves two steps: 

- Reporting the income and Social Security taxes 
that you withheld 

^ Depositing the withheld funds. 

Tax return form 941 is used to report the withholdings* 
This form is prepared for each calendar quarter and is due on 
the close of the quarter - April 30 ^ July 31 ^ October 31, and 
January 31, 

To deposit the v/ithheld funds, prepare form 501 (Federal 
Tax Deposits 5 Withheld Income and FICA Taxes)* This form and 
a check for the amount due should be sent to the Federal 
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Reserve Bank which services your area or to a CotTTOercial Bank 
that is authorized to accept tax deposits. 

In some cases ^ taxes must be remitted before the form ii 
fiJi-.d, The dates on which the taxes are due depend on the 
situation* The sunmiary below gives the rules outlined in 
Circular Ep Employer's Tax Guide , issued in 1977. 



SmMARY OF DEPOSIT RULES FOR WITHHELD 
mQQtm IP^ AND SOCIAL SECURITY TAXES 

DEPOSIT RULE DEPOSIT DUE 

1, If at the end of a quarter No deposit required. Pay 
the total undeposited taxes balance directly to the 
are less than $100; Internal Revenue Service 

with your quarterly return, 
or make a deposit if you 
prefer, 

2, If at the end of a quarter On or before last day of 
the total undeposited taxes next month* If $2,000 or 
are $200 or raorei more, see rule 4, 

3, If at the end of any month Within 15 days after end of 
(except the 1st month nf a month. (For the first 2 
quarter) , cumulative unde» months of the quarter no 
posited taxes for the deposit is required if you 
quarter are $200 or more, previously made a deposit 
but leas than $2,000: for a quarter-monthly period 

that occurred during the 
month under the ^$2,000 rule 
in item 4 ^ below) • 

4, If at the end of any Within 3 banking days 
quartey-monthly period, after the quarter-monthly 
cumulative undeposited period ends. 

taxes for the quarter 

are $2,000 or more: 
(Circular E, Employer's Tax Guide , Internal Revenue Service 
Publicafxon 15,) 
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Unemployment Taxes 

AEE BUSINESS If your business paid $1,500 or more in any calendar 

OViJERS OBLIGATED quartar to employees, or you had one or more employees work 
FOR UNEMPLOY^ some part of a day in each of twenty or more calendar weeks, 

!4ENT TAXES? liable for federal unemployment tax. Employees do not 

contribute to this tax* The employer pay&- he full amount 
of federal. unemployTnent taxes due* 

The basic rate is 3,2% of the first $4,000 of taxable 
wages received by each Qmployee, although most employers pay 
less. However, the federal government gives you credit for 
any unemployment taKes which vnu pay to your state government , 

GETTING LEGAL AjiVlCE 

HOW CAN YOU From time to time, every entrepreneur needs leg^l advice , 

OBTAIN LEGAL Today's businesses exist in a complex society . In this era 

ADVICE? of massive technological advancements and numerous government 

rules and regulations, advice from an attorney is often needed 
by the small business owner. Selection of the law r or the 
law firm should be based on the capability and potential use^ 
fulness to you and your firm* 

The following^ business activitias may require the 
advice and counsel of an attorney: 
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If a business is incorporated, the entrepreneur 

may need advice about directors' and stockholders- 

meetings, dividends , rights of stockholders , etc. 

Relationships with employees may require legal 

services in labor negotiations, proceedings before 

the National Labor Relations Board and other boards 

of arbitration, and all other matters involving 

industrial relatic^ns. 

The entrepreneur may need advice about antitrust 
violations by suppliers or about Roblnson-Patman 
Act questions in sales to customers. 
The company may encounter difficulties in its 
relations with the public — ^such as collection 
claims and claims for personal injury^ property 
damage, and product liability. Somewhat less 
frequent are claims for libel, slander^ defamation, 
false arrest, and malicious prosecution. 
The legalities of taxation ~ federal, state, and 
local ~ often need interpretation to owners of 
business concerns • 

There are other highly specialized fields of 
legal advice such as patent, copyright and trade- 
mark. Security and Exchange Conmiission financing, 
and practice before governmental agencies such as 

the Interstate Commerce Commission, 

(Adapted from Se lecting a Lawyer for Your Business, 

1962, pp, 6^-73) 
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PREPARATION/ADAPTATION ACTIVITIES 

Are you able to apply these government rules and regu- 
lations to your business aspirations? Are you now more 
knowledgeable about the various rules and regulations and 
taxes with which your business will need to comply? The 
following activities shQuld help you check your knowledge 
about govarniaent regulations and small business, 

ASSESE^NT ONE 

1, Itemize your federal, state, and local tax 
responsibilities. Make a chart showing 
when payments are due, what amount each will 
be, and to whom payments are made. 

2. Assume your business is in operation, and 

you have two employees. This is the first 

quarter your firm has been in existence. 

Assume one employee earned $542,50 gross 

for the quarter and the other earned 

$692,00 for the same period. Obtain a copy 
of Circular E, Employer 's Tax Guide from 
your IRS office and compute the fedt ml income 
and Social Security t?xes. Also complete 
form 941 t 
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3. Complete a report which documents procedures for 
your firm to comply with the various federal and 
state laws affecting employer^employee relations 
under the Occupational Safety and Health Act of 
1970s and under the various employment practices 
as established by the Federal Civil Rights Act 
of 1964. You may want to use the following report 
forn^t to complete the assignment: 



Federal Lagislanlon 



Primary 
Requirements 



Policy 
Statements 
Complying 
With 
Primary 
Requirements 



I. 



OSHA 



II. 



Employment 
Practices 
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Based on your parsonal experience, write a 
three page paper explaining this statement: 
"'Although rules and regulations are often 
perceived as burdensome by the small business 
owner, they really are of primary advantage 
to the same owner*'- Your response should iden- • 
tlfy exact acts and examples. 
Locate a small business person who operates a 
business similar to the one you would like to 
operate. Ask the following questions concern- 
ing the future of government rules and regula- 
tions and small business i 

(a) Will there be more or less regulation? 

(b) Will different regulations exist? 

(c) Will self ^monitoring of business 
practices by trade associations 
become more or less acceptable? 

(d) Will future paperwork and tight 
' " r^nment con luIs cause many 
business owners to give up and go 
out of business? 

(uj lli will government regulations 

help small businesses in the future? 
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POSTASSESStffiKT 

1, List and briefly explain each state law you expect Co 
be required to follow In your business. 

2, In Qutllne form^ Identify the steps and procedures you 
must follow as a business owner in withholding and 
tranimltting federal income taxes, 

3, Name four federal agencies and briefly describe their 
functions , 

4, Describe in detail the Magnusen-Moss '■Truth-in=Warranties 
Act" (1975)* Distinguish between implied and expressed 
warranties, 

5, Biscrlbe in detail a Huinan Resource Program for 
your firm making sure you include all the required 
rules and regulations* 

Compare your answers to your responses to the prfcassessmenc . 
You may want to check your postassessment answers with your 

SELF-EVALUATION 

How well did you know the informat ; a needed to do the 
activities? 

( ) Very well 

( ) Fairly well 

( ) A little 
Be honest with yourself. If you feel you don't know 
the material well enough, iL mlghc be helpful to 
review this section before going on . 
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ANNOTATED LIST OF RULES AND REGULATIONS 



There are many government rules arid regulations that 
may apply to your business* Below is an annotatad list 
and overview of some that might be important to you. Go 
through the list and identify those with which you are 
familiar. Use the checklist that follows to check those 
on which you will need more information* Additional 
information may ba obtained from a government agency, 
attorney^ accountant j or a trade association* 

PERSONNEL RULES AND REGULATIONS 
Fair Labor Standards Act . The Act contains regula^ 
tions about minimum wagSj maximum hours ^ overtime 
pays record keeping, and child labor. For more 
information contact your state Department of Labor, 
Office of Wage and Hour ^ and the Wage and Hour 
Public Contracts Division, U.S, Department of Labor* 
Worker's Compensation , An employer is required to 
(1) provide a safe place to work, (2) hire compatent 
employeeSi (3) provide safe tools, and (4) warn em- 
ployees of an existing danger. The employer who does 



not do this is liable for damage suits* State law 
determines the level or type of benefits payable to 
an Injured worker. Rates for compensation vary 
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according to the hazardous rating of the occupation. 
For more information contact your state Bureau of 
Worker's Compensation. 

E^ual Employment Opportunity Act . The Act 
prohibits discrimination because of race, colors 
religion, age, handicap, sex, or national origin 
in all employment practices. The Act covers specific 
types and sizes of businesses. For example ^ all pri^ 
vate employers of fifteen or mora persons are covered 
by the Act, For more information contact your federal, 
state, or regional Equal Employment Opportunity 
Conmiission * 

UnemploYment Comp e nsation, State regulations define 
what types of firms or organizations are covered 
and are required to pay contributions for unem- 
ployment compensation. Coverage depends on the 
amount and type of employment as defined by law. 
For more information contact your state Bureau 
of Employment Service, 

Employee Retirement Income Security Act , This Act 
deals with three different types of pension or profit- 
sharing plans; welfare, pensioni and profit-sharing. 
For more information contact the Internal Revenue 
Service, 
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The Federal Social Security Ac£. This Act r^quirtii? a 

saptrace payroll calculation to finance hospital and 

medical care for people 65 years and older. This ^ai:.^ 

law provides for income to be paid an emplovee 

upon retirement at the legal ratiremdnt age. For 

more information contact the Social Security Administration. 

ANTITRUST RULES AND REGUL.^TIQN S 
Tha Sherman Antitrust Act , This Act prohibits 
^^contractSj combinations and conspiracies in restraint 
of trade" and prohibits "monopolization or atternt to 
monopolize" in any product line or guographicn 1 area 
of commerce. 

The Clayton Act. This Act prohibits mergers 
and acquisitions which may lead to substantially lass 
competition, "Exclusive dealing" arrangements are also 
covered If they contribute to lessened competition* 
The Robinson-Fatjnan Act, This Act attempts to 
prevent discrimination as to price or service to the 
trade. For instances sellers are restricted from dis- 
criminating in price between buyers. 

Resale Price Maintenance Laws (also called "Fair Trade 
Laws ") , Most of these laws are no longer in existence. 
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FEDERAL FOOD MP DRUG RULES MP REGULATIONS 
The Federal Trade Commission Act . This Act permits 
states to pass laws allowing producers and distribu'- 
tors to fix the price of branded or labelad merchan- 
dise. It generally prohibits unfair methods of com- 
petition. For more Information contact the Food and 
Drug Administration, 5600 Fishers Lane, Rockville, 
Maryland 20852 ~ 

Federal Food. Drug, and Cosmetic Act . Acts to 
. reguiate foods, drugs, cosmetics and medical devices. 
Fair Pack afflnff & Labeling Act . Enf orces packaging 
and labeling as It applies to foods, drugs, and 
" cosmetics, and medical devices. 

CREDIT RULES AND_ REGULATIONS /' 
Consumer Credit Protection Act . (Contains Truth- 
in-Lending.) This Act regulates consumer credit 
transactions. In addition to Truth-in-Lending, 
the Act also applies to credit advertising, wage 
garnishments, and extortionate credit transactions. 
For more Information on the latter three, contact 
the Board of Governors' of the Federal Reserve 
Systems, Washington, D.C. J0551. The Federal 
Trade Commission (FTC) ' has boin given responsibility 
for enforcing Truth-ln-Lendirg, For more information 
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on^frtith-in-Lending contact the FTC, Washington, 
DtC* 20580 oir coatact the Board of Governors. 
Equal Cred it Opportunity Act . This Act prohibits 
credit discrimination on the basis of race, color, 
reliflon, national origin, sex^ marital status^ 
handicap, or age, providing a person is able to 
enter into a binding contract. This also provides 

that credit information can he included in the 

i 

name of both the husband and the wife. Contact 
your nearest federal or state Equal Employment 
Opportunity Commission for information. 

SAFETY RULES AND REGULATIONS 
Occupation al Safety and Health Act . This Act deals 
with very specific safety regulations that employers 
must observe. If you have eight or more employees, 
you will need to fill but certain forms. Occupa- 
tional Health and Safety Administration (OSHA) 
officials may also come to inspect your business 
place. For more information contact your nearest 
OSHA office. 

Child Protection & Toy Safety Act . 
Consumer Products Safety Act . 
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WAMMTY AND TRADEMARK RULES MP REGULATIONS 
Lanham Trademark hot * This Act prohlbts the use of 
the same trademarks by two or more companies in the 
nation. The trademark or name must be registered 
with the government i 

Ma ^nusen=Moss Warranty - Federal Trade Conmiission 
Imgyoyement Act . In conjunction with the Federal 
Trade CoOTnission, this Act.does not require that 
manufacturers offer warranties, but sets standards 
for manufacturers who dp offer full warranties and 
limited warranties, v 

ENVIRON^ffiNTAL RULES AND REGULATIONS 
The small business owner will need to be aware of 
regulations affecting solid waste disposals air^ 
and water pollution regulations* For more informa^ 
tlon contact the appropriate office of your state 
Envirohmental Protection Agencyp 

TAXES 

Income Taxes , .Income taxes are paid on an employee's 
and eraployer's gross income. The amount of federal 
income tax an entreprenour pays depends on the income 
of the f irm, ^ The type of business structure—sole 
proprietorship * partnerships or corporation^ as well 
as any other income , exemptions, and personal dedu tions 
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(nonbusiness deductions) all determine the amount of 
.federal income tax a business owner pays. 
Withholding Income Taxes , Employees make federal 
income tax payments each payday through the employer , 
The employer "withholds" these taxes and passes these 
payments on to the government at state intervals of 
time. If employees are hired , the employer has the 
employee sign a form W-4 "Employees Withholding Allow- 
ance Certiricate * " On the form the employee lists the 
exemptions and additional withholding allowances 
claimed,. This completed form gives the employer the 
authority to withhold income tax according to the 
withholding tables issued by the Internal Revenue 
Service (IRS)* At the end of the year, the employer 
provides each, person employed by him or her during the 
previous yeaj with a W^2 form listing total wages and 
taxes deducted for the entire year* 

Social Security Taxes . Taxes paid by the employee and 
matched by the employer for receipt of Social Security 
benefits by employee. Business owners wishing to haVe 
Social Security retirement must pay the tax for them^ 
selves, = ' j 

\: 
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UnamployTiient Taxes * Firms are liable for federal un-- 
employment taxes if the owner paid wages of $1,500 or 
more In any calendar quarter or had one or more em= 
ployees working at least som^. portion of one day during 
twenty or more calendar weeks. The twenty weeks do not 
have to be consecutive* Federal unemployment tax is 
paid by the employer , and not deducted from the employee 
wages* Federal unemployment tax must be paid on or 
before each January 31 for the preceding year* 
State and Local Taxes . State taxes vary from stat^ \o 
state* The three major types of state taxes are unem-^ 
ployment taxes. Income taxes , and sales taxes. Many 
local governments also have income and sales taxes* 
It is e&sential to know what taxes^^-and how much— 
an entrepreneur is required to pay by both state and 
local governments. 
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CHECKLIST 



PERSONNEL RULES AND REGULATIONS 



Fair Labor Standards Act 

Worker's Compensation 

Equal Employment Opportunity Act 

Unemployment Compensation 

Employee Retirement Income Security Act 

Federal Social Security Act 



MTITRUST RULES AND REGULATIONS 



/ 



Sherman Antitrust Act 
Clayton Act 
ED]3inson=Patman A< 
Resale Price Maint^inavice Laws 



FEDE^ L FOOD AND DRUG RULES MP REGUlATIONi 
Federal Trade Commisaion Act 
^ FadeiTal Food^ Drugj and Cosmetic Act 
Fair Packaging and Labeling Act 

CR B ulJ ^ULES MD REGUL ATKi NS 

CoAiu: Credit Protection Act 
fLqai:.. Cre ^i^. Opp ortunity Act 



SAFFry^ BULEg^ ^lJi^:-h^ M 

^ ^ Oucupational Safety and Health Act 

_^ Child Frotectidn and Toy Safety Act 
• . Consumer Products Safety Act 
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WARMNTY mP TB^EMARK RULES AND REGULATIONS 
Lanham Trademark Act 

Magnusen-Moss Warranty - Federal Trade Cormnis- 



sion Improvement Act: 

\ 

ENVIROMENTAL RULES AND REGULATIONS 



TAXES 



Federal Standards 



State 



Standards 



Income TaKes 

Withholding Income TaKes 
Social Security TaKes 
Unemployment TaKes 
State Taxes 
Local .Taxes 



I 

\ 
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USING THE INSTRUCTOR'S GUIDE 



The Initructor's Guide eontalns the following: 

• Tiaching/Learnlng Objeetives (Identleal to the Teaching/ 
Learning Objectivei found in the PACE unit) 

• TiaGhing/Liirnlng Dillvary Suggestions 

• Pre/postasio^ment Suggiited ResponsiS 



This Information is geared towards the thrii levils of learning, and is deiigned 
for use as a supplemental teaching aid. Additional Initruotions for uiing PACE, 
sourois of information, and an annotated gloisary can be found in the PACE 
Resoyrce Guide. 
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PRi/POSTA^ESSMiNT 
SUGQiSTED RESPONSiS 



EXPOSURE 



L Responses should nota purpose, persons benefiting from, and iffectiveniii of rigulatio 



n 



k business license or permit is an authoriiation or a formal permission to operate a 
bu'iiniss, Pharmaeles, real estate brokeriges, barbers, beauty salons, building contractors, 
and CPA accounting firms are often licensed, . ' 



3, Federal Legislation ClassifiCBtion 
Employee Protection 



Law 

Occupational Safety and Health Act 
Fair Labor Standards Act 
Equal Employment Opportunity Act 
Federal Social Security Act 
National Labor Relations Act 

The Sherman Antitrust Act 
The Clayton Act 
Robinson-Patman Act 
The Lanham Trademark Act 

The Equal Credit Opportunity Act 
The Fair Credit Billing Act 
The Consumer Credit Protection Act 
The Credit Reporting Act 
Federal Food and Drug and Cosmetic Act 
Fair Packaging and Labeling Act 
Textile Fiber Products Identification Act 

^ost entrepreneurs are required to pay Social Securl^ taxes and corporate or individual 
Income tax, . 

State and local taxes may include: gro^ receipts and sales taxes, business real estate and 
personal property taxes, capital stMk taxes, buslnesi automobfle and truck licenses 
inspection taxes* ^ 



Competition Protection 



^nsumer Protection 



iXPLORATION 



Five areas in which legal problems may develop include {a) contract and agreements 
(b) zoning, (c) verbal agreements, (d) insurance contracts, and (e) mergers Many more 
areas are listed In the unit / 

The Federal Communications Commission (FCC) licenses radio and television station 
operitors. The Civil Aeronautics Board (CAB) llcen^s airlines and private aircraft pilots. 



3. The Sherman Act was created to prevent businesses from restraining trade and 
monopolozing mirkets. The aayton Act prohibits price discrimination, exclusive 
agreements, and acquisition of the stock of another company when the effwt would 
tend to lessen competition or create § monopoly. The Robmon-Patman Act prohibits 
price discrimination among different purchasers of commodities of like gradt and 
quality If th e eff ect of such d^eiMmmat^ mav/ ^nhetan tiaiU/ laew 
tlTO to create a monoporyV '^'"^^'*^^^^ 

4. Retailers who Sili oonsumer products priced above Si 5 and who offer v^/arranties 
must comply with the Magnusen-Moss Warrant Act. These retailers must (a) tell what 
the warranty covers, (b) tell what the warranty dots not cover, (c) tell what the 
vwrrantor will do should the product fall, and (d) provide step-by-step instructions to 
the purchaser to get the warranty honored. 

5. The business owner asumes the roles of tax debtor and tax aqent 

PREPARATION/ADAPTATION 

1. Responses should reflect an understanding of the different types of government rules 
and regulations and their effret on the small buHness venture. 



2. 'Outline should note steps that should be followed when the imall business owner 
asumes tax agent role. 

3. (a) The Federal Trade Commission (FTC) is an admirilstrative body of expfrtj that 
determines and prohibits unfair methods of compttltlon, (b) The Food and Drug 
Administration (FDA) Is responsible for regulating alt foods, except red meats poultry 
and eggs. Ail coloring Ingredients in cosmetics must be proven safe by the manufacturers 
and certified by the FDA. In addition, the FDA must approve the effectiveness of 
medicine sold in the U.S., (c) The Occupational Safety and Ktalth Administration 
(OSHA) administers the Occupational Safety and Health Act, (d) The Equal Emphjy- 
ment Opportunity Commission (EEOC) enforces \mt designed to promote equal 
employment opportunity. 

4. The Mignusen-Moss "Truth.m-Warranties" Act ( 1 97S) is designed to "Improve the 
adequacy of information available to.the consumer, prevent deception, and improve 
competition in the marketing of consumer products." An Implied warranty is based on 
corrimon lew and merely warrants that the product will perform the ftj notion it was 
designed to perform, fifpresjet/ warrant!^ are normally written expressions of the Dost- 
purchase responsibilities of both the buyer and the seller. 

5. The^program *ould Include provisions for and mBthods of documenting compliance 
with OSH A regulations and EEOC requirements. 
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Tiie PACE Series consists of these parts and units. 
PART Is GETTING BEP^Y TO BECOME AN ENTREPRENEUR 



Unit Bi Are You an Entreprenaur? 
Unit Ci How to Succeed and How to Fail 

PMT III BECaiING M MTREPREKEim 

Unit A: Developing the Business Plan 

Unit Bi Where to Locate the Business 

Unit Ci Legal Issues and Small Business 

Unit D: GoverMient Regulations and Small Business 

Unit El Choosing the Type of Ownership 

Unit F: How to Finance t.ne Business 

Unit Ct Resources for Managerial Assistance 

P^T III: BEING AN ENTREPRENEUR 

Unit A: Managing the Business 

Unit Financial Management 

Unit C: Keeping the Business Records 

Unit D: Marketing Management 

Unit Et Successful Selling 

Unit F: Managing Human Resources 

Unit Oi j CoMiunlty Relations 

Unit Hi Business Protection 

RESOURCE GUIDE 



Unit Ai Nature of Small Business 
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